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Chevy 
has more pluses 
under the hood 
for more 
dependable 
fleet operation! 


There are some powerful reasons why 
more fleet buyers depend on Chevrolet 
than any other car.* No other low- 
priced car offers so many pluses that 
add up to dollar-saving dependa- 
bility—like positive-shift starting for 
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surer starts, hydraulic valve lifters 
that reduce maintenance, automatic 
choke for more economical warmups. 
Next time you’re by your dealer’s 
take a shrewd fleet buyer’s look under 
the hood at Chevrolet’s ever-faithful 
Hi-Thrift 6—and see all the extras 
you get at no extra cost: 
HYDRAULIC VALVE LIFTERS—oil- 
hushed, they eliminate periodic tappet 
adjustments. 

FORGED STEEL CRANKSHAFT—eztra 
strong for extra long life. 
POSITIVE-SHIFT STARTING—eliminales 
gas-wasting false starts. 

AUTOMATIC CHOKE— meters fuel more 
economically during warmup. 


CONCENTRIC CARBURETION — keeps 
your engine spunky under driving con- 
ditions where others sputter. 


ECONOMY-CONTOURED CAMSHAFT — for 
top gas mileage. 

REGULAR-GRADE FUEL—peppy per- 
formance on regular gas. 


OIL-WETTED AIR CLEANER—saves cost 
of replacement element. 


4,000-MILE OIL CHANGE—long engine 
life with less maintenance. 

DESIGNED FOR EASY SERVICING— 
cuts downtime to a minimum. 


Chevrolet Division of General Motors 
Detroit 2, Michigan. 


’ 


The car America likes to do business with! F cuEvrower | 


“Latest annual registration count by R. L. Polk & Co. shows 45.12% of sales to fleet buyers of 20 or more units were Chevrolets—nearly half again as many as the second-choice fleet car. 





Profit: the Key to 





Telephone Progress 


and Low Cost 


Maybe it’s about time somebody 
stood up and said a good word about 


profits. 


For the opportunity to earn a satis- 
factory profit is part of the very 
spirit of a free America. It is one of 
the basic things that have made this 
a great country. 








Today, more than ever, the prog- 
ress and prosperity of communities, 
states and nation are dependent on 
the number and the prosperity of 
their companies. 


So the profit motive is important. 
Actually it is one of the great driv- 
ing forces that stimulate inventions, 
new products, new services and new 
plants. And more and better jobs! 


That is just as true of the tele- 
phone business as any other . . . and 
of added importance because of the 
vital nature of the service. 


It is a satisfactory profit—and the 
hope of its continuance—that gives 


us the money and the incentive to 
go ahead on a long-pull basis instead 
of in a more expensive short-term 
manner. 


It is profit that enables us to orig- 
inate and take advantage of all the 
technological advances that improve 
your service and hold down the cost 
of providing it. 

We can act instead of hesitating 
to act. We can go forward instead 
of standing still. We can move from 
one achievement to another in the 
best interest of everybody. 


The evidence is overwhelming 
that companies that show excellent 
profit records do the best job for 
their customers and employees and, 
as corporate citizens, contribute the 
most to the community. 


The day-by-day benefits for tele- 
phone users are better service at a 
lower price than would be possible 
in any other way. 




















WINGS FOR WORDS. It’s so easy to take 
the telephone for granted! But what in the 
world would you ever do without it? All 
the many tasks of the day would be harder. 
You'd miss its priceless help and comfort in 
emergencies. So much would go out of your 
life if you couldn’t reach out your hand and 
talk to friends and those you love. 


BELL TELEPHONE SYSTEM 





50 million work garments 
were given lifetime color 
with A-M dyes last year 


AMERICAN-MARIETTA 


Southern Dyestuff Division 


Through extensive research, American-Marietta’s 
Southern Dyestuff Division has developed numerous 
important dyes and dyeing processes. With a keen 
understanding of both the textile and dyestuff in- 
dustries, this division has become a leading producer 
and technical developer of sulfur and vat dyes. 


The most popular fabric for work clothes is denim, 
with more than 200 million yards being produced 
annually. Denim mills throughout the country are 
using increasing quantities of Sodyeco Denivat 


Everblue and Denivat Everblack, patented dyes 
which offer lifetime color, superior washability and 
a variety of finishes. American-Marietta’s specialized 
dyes also give enduring color and eye appeal to 
men’s wear, women’s and children’s clothing, furni- 
ture coverings, draperies and other fabrics. 


A new laboratory center for research and customer 
service which is scheduled for completion this year 
will provide enlarged facilities for Southern Dye- 
stuff’s continuous development of new products. 


The startling dimensions of America’s economic growth and expanding 
markets have been projected in a special report, “The Years Ahead: 1960 To 
1975.” The significant conclusions of this professional study have far-reaching 
implications for every thoughtful executive. You are invited to send for a copy. 
Address Department YA, American-Marietta Company, Chicago 11, Illinois. 


PAINTS + PRINTING INKS + DYES + RESINS +« ADHESIVES 
CHEMICALS + SEALANTS + METALLURGICAL PRODUCTS 
ENVIRONMENTAL TEST EQUIPMENT « HOUSEHOLD PRODUCTS 
CONSTRUCTION MATERIALS « LIME « REFRACTORIES + CEMENT 


Progress through Research 


American-Marietta 
Company 
Chicago 11, Illinois 


Forses, aprit 1, 1960 
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SIDE LINES 


They Speak for Themselves 


At uts elbow, one of Forses’ editors 
keeps a small sign bearing a brief 
injunction. “Say Ir Srpry!” it 
reads. “It’s just a little personal 
reminder,” he explains, “that we 
owe it to our 

readers to get 

to the guts of 

the news, and 

then to make 

the really im- 

portant things 

stand out un- 

mistakably.” 

Sometimes 
that is not at 
all an easy 
thing to do. 

American  in- 

dustry is not 

only vast, but 

complex. Even 

a relatively 

small industrial 

firm, in fact, 

throws off enough news and sta- 
tistics to rival the U.S. Census. 
Yet in this plethora of facts 
and figures the things that count 
most are often obscured. 

Show Me. Neither are they al- 
Ways easy to express simply. The 
most revealing thing about a busi- 
ness’ fortunes is not always the 
sort of simple fact that can be ex- 
pressed in a word or two. Instead 
it is apt to be a trend or a com- 
parative relationship. Yet these 
can only be expressed verbally by 
what one statistician of our ac- 
quaintance calls “abstract” or “ma- 
nipulated” figures. 

The big trouble is that such 
abstract relationships are them- 
selves often difficult to understand. 
Few readers, for example, would 
probably feel much edified if in the 
pages of Forses they found them- 
selves continually deluged with 
references to “standard deviations 
from trend” or discourses on “linear 
rates of acceleration.” Very likely 
they would be somewhat confused, 
and vastly skeptical. 

And they would be right. For as 
everybody _knows, abstract statis- 
tics often are not merely mislead- 
ing, but outright liars. As skeptics 
from the “Show Me” state might 
put it, “You can prove anything 
with statistics.” 

That “Show Me” attitude is 
something we like to think every 
Forses reader has. It's a_ sign 


of the kind of alert  intelli- 
gence applied to business that we 
want to serve. And because we 
take it seriously, an important part 
of Forses’ editorial operation is 
concerned with 
graphic charts 
—presentations 
which literally 
“show you.” 
NotallForses 
stories appear 
with chart il- 
lustrations 
Some __impor- 
tant things are 
said most sim- 
ply in words 
But if the point 
our editors 
want to make 
is a trend or a 
complex rela- 
tionship ex- 
pressed in 
ratios, chances are they will put 
it into a chart. 

These are produced by our 
gravhics illustrations department, 
headed by Staff Artist Bert Kirch- 
heimer. That’s his monogram 
“KIR” you see in the “spot” illus- 
tration on this page. 

Simple & Direct. Bert is a very 
retiring fellow, not so much by 
temperament as by conviction 
“The best kind of chart,” he says, 
“is one that is simple and direct 
that makes its point instantly with- 
out calling too much attention to 
itself. You know, you see some 
graphic illustrations that are really 
works of art. They are full of all 
kinds of ingenious tricks. You 
marvel at how so much could be 
compressed into so little space 
And then you try to read one, 
and you wonder what it is all 
about. You can’t make head or 
tail of it. But a good chart speaks 
for itself.” 

Because Bert’s charts get their 
message across with ease, it’s likely 
you never guessed the thought that 
goes into them. For example, Bert 
always draws charts of government 
bond yields with increasingly 
higher percentages running down 
the page. That’s because he feels 
this helps communicate to the 
reader the fact that the higher the 
yield, the lower the bond price. A 
little thing, perhaps. But to us 
important. 


70 Fifth Ave.. New York 11, N.Y. Second-class postage paid at Post Office, New wap * 











Pudereh 2 
ALD CANADA, Lid., 54 Advance Rd., 


WE Prsipe FINANCE. 


this outstanding 
investment opportunity! 
Westinghouse 


Half-Hour Laundry Store 
your investment nets 
25%-50% annually 


Loundromat stores give millions of Americans 
a time-saving, modern way of doing laundry 
.. while SAVING 50%. Investors, business and 
professional people net unusually high returns 
by operating these necessity-of-life stores. 
Here's why they can be solid money-makers 
for you tool 


Q Whet are the edventages of owning a 
coin-metered, d li d Wast- 
inghouse Laundromat laundry store? 


A You are investing in one of the fastest- 
growing industries in the country and will enjoy 
co substantial second income. You can net an 
extra $5000- $10, 000 of income annvolly. 

all equip t is coin-metered, cus- 
tomers do-it-themselves and no attendants ore 
necessary. You have no labor problems, or 
inventories. Mony stores operate 24 hours o 
day, 7 days o week... bringing you profits 
while you sleep! 








Q How much time must be devoted to 
successfully operate a laundry store? 


A This is a spare-time business . .. a few hours 
each week is ample. Service can be contracted 
out to an independent Authorized ALD Service- 
man at a modest cost. Laundry stores are ideal 
for chain operation and/or absentee owner- 
ship, and investors like you now own 3, 4 and 
more stores netting $5000-$10,000 yearly per 
store. 


Q What are ch of 
previous experience? 


A ALD has planned over 9500 profitable 
Laundromat laundry stores throughout the 
country .. . successfully owned and operated by 
doctors, lawyers, teachers, businessmen and 
white collar workers who enjoy an annual 25%- 
50% net return. You need no previous experi- 
ence. Our complete program has proven itself 
over and over again...will make business 
sense to you. it includes ist in locating, 
store pl and p tion. Our 
staff of 400 field experts gives you continuing 
help and advice on installation, advertising 
and management. Prestige Westinghouse Laun- 
dromat washers and other balanced equipment 
provide the nation’s finest laundry facilities for 
your customers. 


without 











Q What about tax deductions? 


A Accelerated depreciation schedules permit 
rapid accrual of equity ... offer attractive tax 
deductions. Here is a business that will pay 
for itself... PLUS. 


Q What is the investment? 


A it's modest! We will finance up to 90% of 
your equipment... offer you the longest 
financing period at lowest terms. 


For information wire, call or write: 


OFFICES IN 44 PRINCIPAL CITIES 


ALD, Inc. 
7057 N. Western Ave., Chicago 45 


* Se. gee * Cincinnati - 
* Jacksonville « 
. Tncsiom, Md. - 
Leng islend City, N.Y. + Notick, Mass. 
Terente Ald, Inc. 1960 


Cleveland 
les Angeles 
Malvern, Po. 
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READERS SAY 


Taxes & Dividends 


Sm: I have just read your comment 
| approving the withholding of income 
taxes from dividends (“Fact and Com- 
| ment,” Forses, March 15). I agree that, 
|in principle, it is worth considering. 

But I submit that in one respect you 
| are guilty of incomplete thinking. What 
| about the aged, no longer on salary, with 
|perhaps a few hundred dollars a year 
|from dividends, and rent to pay every 
| month? Do you think their landlords will 
| wait for a refund? 

—Nancy D. MrrcHetr 
| Baltimore, Md. 


| Sm: You say that we are used to the 
| idea of withholding in our salaries, but 
employers base the percentage to be de- 
| ducted from their workers’ salaries on 

the number of exemptions each em- 
| ployee is entitled to claim. Will the cor- 
| porations do the same when they mail 

the dividends to their stockholders? 
—G. A. FINARELLI 
| Atlantic City, NJ. 


Sr: . it is not the small percentage 
| of dividends unreported that needs at- 
| tention. Consider the money deposited 

in Swiss banks by number, not name; 
consider the unreported profit on pub- 
|lished articles, Representative Powell as 
|as example; consider the Goldfine case. 

—Mnrs. G. Burton GILsBert 
Colorado Springs, Colo. 


Sm: If you wish to join a cause for 
| more taxes for the Federal Government, 
| why not suggest in your magazine that 
| the tax free co-operatives: be taxed along 
with other tax paying businesses? 
—LeRoy B. Truitt 

Bridgeville, Del. 


Sir: I do not believe that there is any 
| more tax dodging among shareholders 
than there is from the little store down 
the street or the service shop around 
the corner. 
—Paut M. Jackson 
Hope Valley, R.L. 


Sm: You should be a champion of 
| less double taxation instead of an advo- 
cate of a system which would work a 
hardship on many small investors who 
at year-end have no tax liability. 

—Lewis S. SnybER 

Riverside, Calif. 

Sir: I am a retired railroad employee 
and will be able to get a refund at year- 
end, but I need the dividends now to 
help out my living expenses. 

—Merte MICHAEL 
Merced, Calif. 


Sm: My wife and I, both being over 
65 years old and not eligible for social 
| security, have managed to own a few 
| shares in different corporations. . . . If the 
| government withheld 20% of our divi- 
| dends, by the time it checked and veri- 
| fied the different company statements 


and sent us a refund, we would be too 
far underground to receive it. 


—C. Crype Fecutic 
Greenwood, Del. 


Forses believes that any withholding 
legislation should seek to provide pro- 
tection for small stockholders whose divi- 
dends would not otherwise be subject to 
income tax. Senator Harry Byrd, who 
ordered his staff to study the extension 
of withholding taxes to corporate divi- 
dends, is also on record as favoring safe- 
guards. There is no reason such people 
should have to wait until the following 
year to get their legitimate refunds.—Eb. 


Influence & Asarco 


Sm: I have just read with some amaze- 
ment and amusement the line “Goodby 
to the Guggenheims” in the box accom- 
panying the article about The American 
Smelting and Refining Co. (“Asarco’s 
$250-Million Gamble,” Forses, March 15). 

Isn’t this—like the famous announce- 
ment of Mark Twain’s death—just a bit 
premature? 

We hope to be around for a good many 
years and if the line was based on the 
statement in the article that “the in- 
fluence of the Guggenheims (and their 
in-laws, the Straus family) gradually 
waned at Asarco,” such implication, too, 
is a bit premature. 

That “influence” is still manifest in a 
number of the American Smelting and 
Refining Co. projects mentioned in your 
article, including Toquepala, Mount Isa 
and the Mission Mine, which were in- 
itiated through the foresight of the pre- 
vious Chairman, Roger W. Straus. In ad- 
dition, the firm of Guggenheim Brothers 
is now engaged in some exploration 
efforts that one of these days may present 
further evidence that you said “Goodby” 
too soon. 

Incidentally, the picture used with the 
article and labeled “Simon Guggenheim” 
must have been “the man from Vienna” 
since the picture is not that of my Uncle 
Simon, and the Guggenheim family came 
from Switzerland as pointed out in your 
article and not from Vienna. In order to 
straighten the record a little bit more, 
we would like to refer you to a book 
entitled Men Who Are Making America, 
dated 1916-17, by B.C. Forbes, in which 
he indicated that the most important in- 
fluence in Asarco was primarily that of 
Daniel Guggenheim, who was known as 
the “American Copper King.” Daniel 
Guggenheim, upon his death, was suc- 
ceeded by his younger brother, Simon. 

-——Harry F. GucceENHEm™ 
Guggenheim Brothers 
New York, N.Y. 


Forses stands on the facts that few 
members of the Guggenheim family re- 
main active in the company and that no 
individual owns so much as 1%, of its 
stock. In this sense the influence of the 
Guggenheims, who once ran the company, 
has waned. The photograph used in 
illustrating the article was identified by 
a leading news picture service as Simon 
Guggenheim.—Ed. 


Forses, aprit 1, 1960 
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They also row Oil 
in Montana and North Dakota 
..and send it to market via Great Northern 


In North Dakota and Montana, they’ve struck oil 
above the ground, as well as deep beneath it. And they 
aren’t drilling for this new oil; they’re harvesting it! 

Star of another new oil industry in this area is the 
safflower, a plant whose seeds are more than one-third 
oil. Safflower oil is a superior paint and varnish in- 
gredient. Nutritionists recognize its value as an edible 
oil and an increasing proportion of the production is 
being designated for human consumption. 








tusma Offices in principal cities of U.S. and Canada 


The safflower thrives in dry-farming areas where 
late summer rainfall is scarce, providing a good cash 
crop with no threat of surplus. 

Around this hitherto obscure plant a lively, grow- 
ing industry is springing up, aided by Great Northern 
Railway. It’s another instance of our eagerness to en- 
courage new industries in the resource-rich states we 


serve, and to transport their products to market skil- 
fully, efficiently, economically. 


Write: G. D. Johnson, 
General Freight Traffic Mgr.; 
or E. N. Duncan, Director, 
Industrial & Agricultural 
Development 

Great Northern Railway 
St. Paul 1, Minnesota 





WHAT MAKES A 


ULATOR 


URATE? 


We're proud of the mechanical accuracy 
of the Friden fully automatic calculator. 
But neither it nor any other calculator can 
get a right answer from a wrong entry. 


The calculator that allows the smallest. 
margin for operator error will actually | 


prove to be the most accurate. 


The Friden SBT requires fewer manual 


keystrokes, fewer operator decisions than 
any other calculator on the market* In 
terms of day-to-day output, this makes it 
the most accurate calculator you can buy. 
For a no-obligation, ten-minute demon- 
stration of “The Thinking Machine of 
American Business,” call your Friden 


man or write: Friden, Inc., San Leandro, | 


California. 
*This is PRACTIMATION: automation 
so hand-in-hand with practicality there can 
be no other word for it. 


© 1960 FRIOEN, inc 
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FRIDEN, INC., SALES, INSTRUCTION, SERVICE 
THROUGHOUT THE U.S. AND THE WORLD. 
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A rash of crashes are not the only 
worry for harassed airline executives 
these days. On the business side, 
they are concerned by the fact that 
so many lines have swung over to jet 
planes that the bottom is close to 
dropping out of the market for piston- 
type planes. Many of the airlines had 
counted on making neat capital-gains 
from them, and now find that demand 
is poor and prices dropping. 

« - - 
California’s Sunset International Pe- 


| troleum Corp. last month paid out 


$7.5 million to acquire an 8,000-home 
development near San Diego and a 
land improvement company. Sunset 
expects to net $1 million on its new 
business during this year alone, near- 
ly double the $500,000 it made from 
oil and gas last year. But far from be- 
ing bearish on oil, Sunset will use its 
drilling writeoffs to make its real- 
estate profits tax free. 
” - om 
What's in a name? No less than one 
out of every 16 companies on the New 
York Stock Exchange has changed its 
corporate title since 1956. Most, though 
not all, cited diversification as the 
main reason. But the Texas Co. felt 
that Texaco more closely identified it 
to the public, and the National Cyl- 
inder Gas Co. preferred Chemetron 
Corp. because “It’s a new name for 
a new age.” 
2 * oe 
Minnesota Mining & Manufacturing Co., 
which struck it rich in the U.S., now 
wants more of the same gains in sales 
and earnings from abroad. After post- 
ing a 19% increase in foreign sales 
last year, Triple-M is launching a new 
expansion program on distant shores. 
Among its projects: a plant now 
abuilding in Italy and an outlet in 
Japan. 
* * e 
Cuba’s Castro may find a strange 
ally in U.S. sugar beet growers who 
have come about face in their think- 
ing on the U.S. sugar quota. For 
years, they've tried to whittle down 
Cuba’s position as the No. One sup- 
plier, hoping to get more of the mar- 
ket for themselves. Now, though, 
they’re worried that an abandonment 
of the quota system might eliminate 
the two-cent subsidy and force them 
to market their own output at 40% 
lower world prices. 
& e J 
National Biscuit's President George 
H. Coppers feels that the company 
will start growing flabby if it con- 
tinues to restrict its diet to baked 
goods. So, even though Nabisco’s 1959 
sales rose 3.8% (to $429 million) and 


profits 11.1% (to $24.5 million), Cop- 
pers intends to start producing other 
food lines. He hopes to develop new 
items in Nabisco’s own research 
laboratories and to acquire companies 
with a position in other foods. 

a - . 

Swing of the Pendulum. Six years 
ago Britain’s Joseph Flawith Lock- 
wood walked out of the job he had 
held for 30 years with Henry Simon 
Holdings, engineers and builders of 
flour mills all over the world. Jast 
month, as head of gigantic Electric & 
Musical Industries (Forses, Jan. 15), 
Lockwood was seeking a new acquisi- 
tion. The target: his old bosses. 
Simon, trying to beat off its old em- 
ployee, was desperately talking merger 
with another company. 

v * + 

Merck & Co., after setting sales and 
earnings records in 1959, expects a 
“satisfactory” year in 1960. But, warns 
Chairman Vannevar Bush, the com- 
pany expects dwindling demand and 
price declines in some of its major 
products to put “further pressure” on 
the year’s profits. 

* s * 

Volkswagen, which last month an- 
nounced plans for building cars in 
Brazil for the U.S. market, soon will 
be publicly owned. Germany’s lower 
house of parliament has just passed 
a bill to float stock in the government- 
run company. One unique provision: 
investors with low incomes will get 
a preferential allotment of stock and 
will be able to buy the shares more 
cheaply than the well-to-do. The 
government hopes the “people’s car” 
now will become the property of 
“the people’s company.” 

ae o a 

Aircraft makers making more trans- 
atlantic deals. On the heels of Doug- 
las Aircraft’s link-up with French 
Caravelle maker came Republic Avia- 
tion’s announcement last month of a 
link with leading Dutch aircraft firm, 
Royal Netherlands Aircraft Factories 
Fokker. Republic, which is acquiring 
a one-third interest in Fokker for 
around $1 million, now can make a 
stronger bid for the burgeoning Euro- 
pean aircraft market, particularly in 
the new field of vertical take-off air- 
craft. 

e > 

Barbecue parties are going to be 
crashed by Wilson & Co. and Mont- 
gomery Ward & Co. The meat packers 
and the mail order house have joined 
together to sell premium quality 
frozen meats by mail order. One “kit” 
for work-conscious hostesses, selling 
for $49.88, will contain a dozen bone- 
less steaks, two dozen three-quarter 
pound chicken broiler halves and ten 
pounds of chopped sirloin steak pat- 
ties—all ready to barbecue. 
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CREATING VALUES 
WITH CHEMISTRY 
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PHOTO COURTESY GRUMMAN AIRORAFT ENGINEERING CORP, 


CELANESE FIRE-RESISTANT “CELLULUBES” 
HELP U.S. FLEET SAIL SAFELY 


Celanese “Cellulubes” being loaded aboard 
aircraft carrier 





POINT MOLATE, CALIFORNIA: Celanese is currently filling, in 
record time, the largest contract for fire-resistant functional fluids 
ever placed by the U. S. Navy. 


These synthetic fluids protect equipment and personnel through- 
out the fleet by guarding against fire and explosion in mechanical 
installations. 


As hydraulic fluids, ‘“Cellulubes” provide power for deck-edge 
elevators, jet-blast deflectors, steering mechanisms and rocket launch- 
ers. As lubricants, now in use on Polaris missile submarines, they fight 
“carbon build-up,” chief cause of fire and explosion in air compres- 
sors and other gas reducing equipment. 


Fire-resistant “Cellulubes” are part of a growing group of Celanese 
products developed to combat the hazards of high temperatures in 
industrial and consumer goods production. Other products include 
flame-resistant plasticizers and additives, and high-temperature lubri- 
cants for military and commercial jet engines. For more information, 
write Celanese Corporation of America, 180 Madison Ave., N. Y. 16. 


Celanese® Cellulube® 





GOODYEAR DIVERSIFICATION AT WORK 


Bootcamp for Molecules means Tougher Rubber 


Today’s synthetic rubber may fail tomorrow’s torture 
test. Before that happens, Goodyear research sends 
it back to basic training, makes its molecules march 
in new formations. The material emerges with greater 
stamina to resist heat, cold, abrasion and corrosion. 

By masterly rearrangement of molecular structures, 
Goodyear research catches up with nature and in some 
ways outstrips it. 


lots of good things come from 


New Goodyear rubbers mean faster, safer travel. 
They mean more rugged materials handling. They 
mean better tools for new, ever more demanding in- 
dustrial processes. 

Before a Goodyear tire rolls, before a Goodyear con- 
veyor belt hauls a load, Goodyear imagination, plan- 
ning and research have been at work — patterning 
the molecules of tomorrow. 


GOODSYEA 


THE GREATEST NAME IN RUBBER 
a saa uneees aay ae Pik ss 
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“With all thy getting get understanding” 


FACT AND COMMENT 





by MALCOLM S. FORBES 


THE FEAST & THE SWORD 


Toxyo—Like Damocles of legend, modern-day Japan 
is seated at a lavish banquet with a heavy sword hanging 
by a thread over its head. Japan’s board is groaning 
with the greatest display of economic well-being any non- 
western nation has ever known. Yet the sword dangles. 
Not only Japan’s prosperity but its very existence hangs 
by the thread of world trade. If the thread ever breaks, 
or even ravels, Japan’s industry would grind to a halt, 
her imports of food and raw materials would cease and 
Japan would sink into destitution. Japanese economists 
tell me that 80% of all Japan’s raw materials come from 
abroad and must be paid for in exports. 

But the sword has been dangling so long now, and the 
feast is so engrossing that many Japanese have almost 
forgotten it is there. It takes the visitor only a few days 
in Japan to understand why. The prosperity almost hits 
The housetops of the sprawling Tokyo 
suburbs have a familiar look to an American accustomed 


him in the eye. 


to forests of TV aerials; Japanese businessmen tell me 
that one home in every four now has a television set. 
A nation once noted for its uncluttered homes and under- 
statement of decor, has gone gadget-mad. Two thirds 
of all Japanese households now have sewing machines— 
even though most of them are foot pedal models. Nearly 
a third own refrigerators. Nomura Securities, whose 
90-odd offices make it the Merrill Lynch of Japan, esti- 
mates that 10 million Japanese own stock—an even 
higher proportion than in the 
US. 

To anyone who knows Asia, 
these are striking statistics, for 
most of the billion-odd people 
who inhabit this part of the 
world live in mud huts, subsist 
on a handful of rice and possess 
little more than the rags on their 
back and a few pots & pans. The 
Japanese per capita income last 
year was $270, which is far below 
the U.S.’ $2,000-plus but already 
compares favorably with that of 
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such European countries as Spain, Portugal and some of 
the Iron Curtain countries. It is well above that of many 
Latin American countries, which have far greater natural 
resources than Japan has. 

In terms of growth, the Japanese statistics are even 
more amazing. Bankers and government officials here 
tell me that industrial production has been growing at 
an annual rate of 16%, personal consumption at annual 
rate of 6.6% (comparative U.S. growth rates: 4.6%, 
and 5.6%). When there are this kind of economic 
goodies on the table, it is little wonder that the total 
dependence on foreign trade looks less frightening 

Even less wonder when you realize how far things 
have come in a short time. When this writer last visited 
Tokyo in the fall of 1958, Japan had just come through 
a rather serious foreign exchange shortage. As against 
1957 exports of just $2.9 billion, Japan was importing $4.3 
billion worth of goods. Trade competition was tightening 
and there was recession in many of Japan’s traditional 
Asian markets. Chances of closing the gap did not look 
Yet close it the Japanese did. Japanese 
salesmen, tightly clutching their order books, fanned out 
around the globe. 


very bright. 


Products were redesigned, new mar- 
kets were invaded. By last year the trade gap was stead- 
ily decreasing, with exports of $3.5 billion, nearly equaliz- 
ing the $3.6 billion imports (see chart). 

Yet as recently as ten years ago, it would have been 
nearly impossible to find anyone, 
Japanese or foreign, who would 
have predicted that all this could 
come to pass by 1960. In 1950, 
Japan’s per capita income was a 
low, low $113, her industrial pro- 
duction was little more than half 
of what it had been before the 
war. Japanese babies were being 
born in alarming numbers and 
population was threatening to get 
out of hand. Each new mouth to 
feed meant a further strain on 
Japan’s slender resources, its ter- 
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rifyingly few acres of cultivatable land. The costly im- 
port of raw materials was threatening to cancel out 
any advantages which relatively low wage rates gave 
Japanese industry in world markets. Gone forever were 
Manchuria and Korea which had given Japan low cost 
raw materials and a captive market. 

On top of that, Japan’s leading export industry, textiles, 
was in serious trouble, unable to re-attain even the pre- 
war level because of competition from Indian and Chinese 
mills with lower wages. “Japan,” a statesman remarked at 
the time, “is in a blind alley. There is no way out except 
for a continued subsidy from the U.S.” 

It is now history how the Japanese people, with U.S. 
help, proceeded to make a farce out of this prophecy. 
The U.S. provided dollars. Our Korean war expendi- 
tures poured billions into the undernourished Japanese 
economy. We provided technical help. U.S. defense forces 
provided a fence behind which Japan could avoid the 
costs of a big defense establishment. 

But U.S. help was not the whole story. Enough other 
countries have had our help without accomplishing any- 
thing like the same results. The difference in Japan’s 
case was that her businessmen, statesmen and voters 
realized that Japan could not afford to sit around and 
wait for something to turn up. It was industrialize or 
perish. Having little margin for survival the Japanese 
people were pushed by what one historian has called 
“the scourge of necessity.” They kept right-of-center 
governments in power, ignored the blandishments of the 
Socialists and permitted the natural incentives of free 
enterprise to unleash the energy of the Japanese people. 

Tackling agriculture, they cut Japan’s dependence on 
food imports by raising food production three times as 
fast as population grew; rice production alone rose 20% 
in three years. To replace dwindling textile markets, 
Japan mastered new trades. Since 1956 she has been the 
world’s largest shipbuilder. Her modernized steel mills 
were expanded to a point where Japan’s steel product 
capacity today is practically on a par with that of West 
Germany, Britain or France. To help .vercome the raw 
material handicap, Japanese industrialists concentrated 
on exports with a high labor content. The now-famous 


Total Gold and 


Manufacturing 
Foreign Exchange 


Production 


electronics industry zoomed from almost nothing, made 
heavy inroads even in the U.S. market. 

Needless to say, all this has not come easy to Japan. 
Japanese workers must work long hours for relatively 
low wages. The poorest classes still have very little 
chance of rising in the social scale. Perhaps the most dis- 
turbing thing of all is the violence that industrialization 
and prosperity have done to the traditional Japanese 
ways of life. Juvenile delinquency, once almost unheard 
of, is a serious problem in the big cities. It is not a 
pretty picture to see leather-jacketed toughs and their 
blue-jean-clad girls (known here as the “Thunder Clan” 
because of the racket made by their muffier-less motor 
scooters) elbowing their way menacingly through crowds 
or sitting idly in cafes. Japan even has its “angry young 
men.” (“They’re angry,” a Japanese editor complains, 
“because they haven’t much to be angry about.”) 

But it is futile to try and reverse such changes. For 
better or worse, what Japan is doing the other nations 
of Asia are striving to accomplish themselves. Asia is 
changing last with Japan very much in the vanguard. 

Thus it is that Japanese businessmen are looking for- 
ward to the day when streams of Sunday drivers break 
the quiet of the Japanese countryside. Mitsubishi Heavy 
Industries is getting ready to introduce a new low-priced 
(around $1,400) car and the World Bank has just come 
through with a $40-million loan for highway building. “We 
have hardly begun to scratch the domestic market. By 
1970, if all goes well,” one Japanese businessman proudly 
told me, “we will have an average standard of living 
equal to West Germany’s today.” 

If world trade continues to grow, that is. Japan cannot 
build cars or roads unless it has the wherewithal to buy 
iron ore and rubber and oil from abroad. Every expansion 
of Japanese industry, whether for domestic use or exports, 
increases the need for imported raw materials. 

The Damocles’ sword of dependence on trade has not 
fallen. The thread looks a good deal stronger than it did 
a decade ago. But the menace still hangs over a pros- 
perous Japan. No nation in the world is more dependent 
on a peaceful and orderly expansion of world trade than 
once militaristic Japan. 


Per Capita 
Income 
U.S. Dollars 
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ROCKWELL-STANDARD...Growth through leadership 


ted Pes", 
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VITAL ARM of a nation surging forward 





The economic future of this nation today depends to a 
large degree upon the vast panorama of movement. 

58,500,000 registered passenger cars attest to the 
vital need for the automobile. More than 11% million 
trucks, buses and commercial vehicles carry the prod- 
ucts of a nation at work. 

To be a vital arm in the manufacture of the prod- 
ucts of the great U.S. automotive, farm equipment, road 
construction, materials handling industries is the privi- 
lege and distinction of Rockwell-Standard Corporation. 

Its growth, through 50 rewarding years, to a 22- 
plant network reaching across the land has paralleled 
the great growth of the automotive industry, an indus- 
try without which this nation would hardly survive. 


This is one of a series of state- 
ments to acquaint you with the 
broad scope of the activities of 
Rockwell-Standard Corporation. 





Over 11 million of the 65,500,000 now employed are 
directly dependent upon this industry for a livelihood 
. not including the millions whose incomes depend 
upon transportation, construction and farming. 
Widely diversified, both within and outside the 
automotive industry, Rockwell-Standard’s basic guiding 
philosophy is more simple to state than to achieve. It is 
to engage itself in the manufacture of products that are 
essential to the growth and maintenance of a dynamic 
economy-—to progress through aggressive research, 
development, and sound expansion with that economy. 
It is through 50 years pursuit of this philosophy that 
Rockwell-Standard has become a vital arm of a nation 
surging forward to greater achievement. 


The 22 plants of Rockwell-Standard Corporation manufacture these famous products + TIMKEN-DETROIT® AXLES + HYDRA-DRIVE® TRANSMIS- 


SIONS + GARY® GRATING + BLOOD BROTHERS® UNIVERSAL JOINTS 


ALTI-CRUISER® AIRCRAFT + AIR-MAZE®@ FILTERS + 


* BOSSERT® STAMPINGS + AERO COMMANDER® and COMMANDER 
KERRIGAN® LIGHTING STANDARDS. Pius these other Rocky 





ll-Standard® products: 


AUTOMOTIVE BUMPERS + AUTOMOTIVE SEATING - LEAF AND COIL SPRINGS + BRAKES - FORGINGS 
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What's ahead 
for GENERAL 
ELECTRIC in 


the GQ's 


As the 1960’s unfold, General Electric will 
make a vigorous new bid to realize a new era of 
growth through imaginative expansion of serv- 
ice to customers. Record 1959 results form the 
base upon which the Company is building for 
the decade ahead: 


e Sales climbed to a record exceeding $4.3 
billion. 


@ Earnings rose to a new high of $3.19 
per share. 


e A new high of 404,431 share owners 
of record received dividends — the 61st con- 
secutive year of General Electric dividends. 


e Employee compensation at General 
Electric set new records both for the total 
amount ($1,785 million) and for the average 
per employee ($7,226). 


1959 developments indicate many of the areas 
of growth potential in which the Company is 
focusing attention. These include: 


e Advanced industrial systems being de- 
veloped by General Electric demonstrate 
the Company’s “unique capability” for com- 
bining experience in the electrification of 
industry with new skills in new electronics 
technologies. 


e Flexible automation: New machine-tool 
controls developed by General Electric en- 
able small-lot manufacturers to automate. 


e International trade is receiving fresh 
emphasis from General Electric through 
formation of the new International Group 
to consolidate export trade and foreign 
manufacturing operations. 


Other examples are at right. You'll find details 
in General Electric’s 1959 Annual Report, 
now available. 





> aaa if you would like a free 
copy of the Annual Re- 
port, write Dept. 21-L, 
570 Lexington Ave., New 
York 22, N. Y. If you own 
General Electric shares 
held in the name of a 
broker, or in the nominee 
name of a bank or trust company, write to Dept. 
GC-12 at the same address, and we will mail 
you regularly our share owner publications. 











HIGHLIGHTS FROM THE GENERAL ELECTRIC 1959 ANNUAL REPORT 


More efficient electric power systems continue to represent a major area of 
potential growth for General Electric. Above: new cost-saving method de- 
veloped for testing big motor’s ability to withstand unusual electrical overloads. 


- pe 
“eg en : E 
utomation offers a new direction of growth based 
on General Electric’s long experience in helping customers apply electric 
power to their operations. Above: machine guided by punched-card controls. 


en aaa Se” 


Potential market for total electric living is shown by gap between the $575 
worth of electrical home equipment in average new U.S. home today, com- 
pared with $3,020 worth in a modestly priced Gold Medallion Home. 


Accelerating atomic-power development: The largest all-nuclear power 
station in the U.S. is being built by General Electric to supply the Chicago 
area with 180,000 kilowatts. It will begin operations this year. 


Progress /s Our Most Important Product 


GENERAL @@ ELECTRIC 


Forses, aprit 1, 1960 





UTILITIES 


WHO’S STODGY? 


Wall Street used to look 
down on utility stocks as a 
refuge for timid capital. But 
in the past few years, quite a 
few of them yy + the in- 
dustrials to s , 


In THE breathing space provided by 
the mid-March rally, brokers last 
month were busily calculating the 
damage done to the market in 1960. 
The damage had been considerable. 
From Jan. 4, when the bellwether 
Standard & Poor’s average of 425 in- 
dustrial stocks hit an all-time high, 
to Mar. 9, when it hit a 15-month 
low, the industrials had lost 13.5% of 
their market value. From its high to 
low, the 25 S&P rails had dropped 
nearly 12% in value. But to nobody's 
surprise, the S&P 50-stock utility 
average had barely flickered, showing 
a maximum loss of just 1.6%. 

In fact, owners of some utility 
stocks hardly knew there had been a 
market break going on. While the 
industrials and rails were sagging, 
giant AT&T, for example, sailed on 
to a 30-year high. Such leading utility 
stocks as American Water Works, 
Florida Power & Light, Southern Co., 
Illinois Power and Texas Utilities also 
hit new highs in 1960. 

More Than Bargained For. Stability, 
of course, was what most utility in- 
vestors were bargaining for. But what 
this year’s action has underscored is 
that utility investors seem to have 
been having their cake and eating it, 
too. Not only were they getting their 
accustomed peace of mind, but they 
were getting substantial capital gains 
to boot in many cases. 

If, for example, an investor had the 
brains, or the luck, to buy the S&P 
rails at their rock-bottom low in late 
1957 and then had the exquisite sense 
of timing to sell them at their recent 
high, he would have reaped a capital 
gain of 60.3% on his investment. If 
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he had done the same with the in- 
dustrials, he would have had a gain 
of 47.2%. 

Yet if he had done the same with 
the utilities, his capital would have 
grown a healthy 46.4%, within a hair 
of the industrials and remarkably 
close even to the volatile rails. In 
many cases he would have done even 
better with utilities. Over this period 
American Electric Power almost dou- 
bled. Florida Power & Light soared 
154%. Even conservative Common- 
wealth Edison rose 81%. And this 
with a minimum of risk. 

No Guarantees. There was, of course, 
no guarantee that the same thing 
would happen again in the future. As 
Carl M. Loeb, Rhoades & Co.’s able 
utility analyst Owen Ely points out, 
not all utilities have done well in the 
past few years. “The gas pipelines,” 
says he, “have lagged, and are now 
actually a little lower on average than 
their level in 1956.” 





TWO BEARS, ONE BULL 


During this year's fast market break, 
the utilities have held remarkably 
steady. But this is hardly surprising: 
they did the same thing when the mar- 
ket sank in 1957. 























Ely also points out that the popu- 
larity of utilities has been no mere 
accident of market psychology. “Elec- 
tric utility earnings have been good 
over the last couple of years,” says 
he, “and the regulatory commissions 
have been favorably disposed toward 
them on the whole.” Whether these 
trends will continue remains to be 
seen. But whatever happens, after 
the action of the past few years, it 
will be a long time before speculative 
minded Wall Streeters will be willing 
to sneer at the profit potential of 
utility stocks. 


BUILDING MATERIALS 


THE MASTER 
CARPENTER 


While Johns-Manville’s Ad- 
rain Fisher was floating all 
that stock, Wall Street rued 
the dilution. But last month 
it was clear that it was simply 
paying its way. 





Over the past five years, Wall Street 
has not been at all certain that it liked 
the house Chairman Adrain R. Fishe: 
was building at Johns-Manville Corp.” 
True, Fisher has poured no less than 
$120 million into renovation and ex- 
pansion during that period. From 
its main traditional precincts in as- 
bestos products, Johns-Manville’s en- 
ergies have turned outward into a 
wide range of building materials. Yet 
this expansion notwithstanding, Fisher 
avoided debt as a homeowner avoids 
termites. Instead he financed his 
building program with more and more 
common stock, continually diluting 
earnings per share. 

The Victory. Yet at Johns-Manville’s 
annual meeting last month, held just 


*Johns-Manville Corp. Traded NYSE. Re- 
cent price: 52%. Price range (1959-60): high 
iow 4454. Dividend (1 ): $2. Indicated 


59%; 
1960 payout: $2. Earnings per share (1959) 


$3.74. ‘otal assets: 2 million. Ticker 


symbol: JM 
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a few weeks before his retirement 
as chief operating executive, Fisher 
proved that he had built not only well 
but wisely. For even though housing 
starts are expected to be down from 
last year’s record-breaking high, 
Johns-Manville sees a boom year. So 
much so that Fisher expects it to even 
better 1959, when earnings rose 35% 
to $32 million ($3.74 a share), on sales 
up 13.8% to $378 million. 

Just how high could such another 
good year push earnings? More im- 
portantly, Wall Street wanted to 
know, what would even a good year 
mean to earnings on each of Johns- 
Manville’s not inconsiderable 8.5 mil- 
lion shares of stock? 

The answer came from President 
Clinton B. Burnett, who is Fisher’s 
successor. His expectation: earnings 
of $4 on each of those shares. “That,” 
said he, “sounds good to me.” 

Boom in Glass Fiber. A large part of 
the gain, it was clear, would come 
from one of the acquisitions for which 
Fisher had floated the most stock. 
That was L.O.F. Glass Fibers, which 
Johns-Manville acquired early in 
1959 for nearly 1.1 million shares of 
its own stock. During 1959, said 
Burnett, L.O.F.’s sales had run to 
some $35 million or $40 million. This 
year the division will do even better, 
he promised, adding that its produc- 
tion facilities were being doubled. 

Burnett left no doubt that Johns- 
Manville felt it would need every 
square inch of its glass fiber capacity. 
“Demand,” he predicted, “will grow 
five times as fast as the nation’s econ- 
omy during the next five years.” 

Rare Good News. As if this were not 
enough, Johns-Manville had still more 
rare good news from the research 
laboratories into which Fisher had 
also poured money. The labs, Burnett 
announced, have developed a new use 


PUTTING ON A GLASS FIBER ROOF: 
the pay-off in profits was fast in coming 
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ZENITH’S WRICHT: 
for him, no magic in diversification 


for short asbestos fibers in asphalt 
road paving mixtures. Mixed in with 
the paving, the fiber adds immeasur- 
ably to the life, maintenance and per- 
formance of the road. 

Like the paving itself, there was 
more to the announcement than ap- 
peared on the surface. Asbestos fibers 
are graded chiefly on length, and the 
longest ones are the most valuable. 
Up to now, the shorter variety (which 
is in a state of chronic oversupply) 
has been used merely as a filler in 
such products as asphalt tile flooring. 
If the new use catches on, asbestos 
could well find itself with a market 
for 500,000 additional tons of fiber a 
year, roughly a third of production. 

It all added up to this: Adrain M. 
Fisher, the man who had diluted 
Johns-Manville’s earnings, had also 
proved himself a master carpenter 
after all. 


ELECTRICAL GOODS 





DIVERSIFICATION? 
NO THANKS 


It’s hard enough to run one 

business well, says Zenith 

Radio’s Wright, without be- 
ing burdened with two. 


“Tuts may be heresy,” says Joseph S. 
Wright, president of Zenith Radio 
Corp.* “To a great many people in 
the investment community, the word 
‘diversification’ has some kind of 
magic that can automatically add or 
subtract ten points from the price of 
a stock.” Adds Wright: “It has none 
for me.” 

No Distractions. Last month, looking 
his audience in the eye, Wright 
pointed out why to New York’s So- 
ciety of Security Analysts. Said he: 
“We are thankful that over the past 
two or three difficult years in our 
industry, many of our competitors 
were constantly preoccupied with the 
problems connected with breaking 
into computers, washing machines, or 
the parts and components businesses, 
so that they were scarcely aware of 
Zenith’s progress.” 

Wright has indeed a lot to be 
thankful for. For as his audience well 
knew, Zenith Radio Corp. has emerged 
as the most profitable major company 
in the electrical business (Forses, Jan. 
1, 1960). By sticking carefully to its 
last, it earns more on its investment 
than any other set producer. 

Zenith’s president himself pointed 
out the reason. Commenting on the 
serious inventory problems that have 
burdened the industry, he said: “It 
seems to me that bad inventory plan- 
ning and control in our business does 
more than just cause temporary 
losses—it tends to freeze a company 
into a bad situation over a long period, 
and to immobilize it at the very 
times when. there is critical necessity 
for quick action and flexibility.” 

That ability is Zenith’s forte. Says 
Joseph Wright in proof of that: “We 
have been able to operate satisfactor- 
ily and do nearly 20% of the indus- 
try’s sales in television often with 
only 1% or 2% of the industry’s fac- 
tory inventory, and 4% or 5% of the 
industry’s distributor inventory .. .” 

No Plunges. Wright's distaste for 
taking a plunge into diversification is 
easily explained. Said he to the 
analysts: “I don’t know of any more 


*Zenith Radio Corp. Traded NYSE. Recent 
pee 100. Price range (1959-60): high, 136%; 
ow, 8744. Dividend (1959): $1.70. Indicated 
1960 payout: $1.85. Earnings per share (1959) 
$5.63. ‘otal assets: $115.1 million. Ticker 
symbol: ZE. 
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difficult management problem than 
that of diversifying and, at the same 
time, preserving the kind of intense 
concentration on product and mar- 
keting which has built Zenith’s suc- 
cess. While diversification is fine as 
a matter of abstract principle, it can 
result in so many different eggs in so 
many different baskets that nothing 
really significant is hatched out in 
any of them.” 

Yet if Zenith is not plunging, it has 
been dipping its toes into new lines. 
Concedes Wright: “To take full ad- 
vantage of our research, we must be 
prepared to develop and market our 
research byproducts.” One such: a 
new X-ray image amplifier tube. 
Another: a flash X-ray tube, which 
takes its pictures in 1/6 of one mil- 
lionth of a second. Still another: a 
parametric amplifier which would 
add substantially to the effective 
range of radar and microwave com- 
munications. 

“Zenith, however,” insists Wright, 
“is primarily a consumer products 
concern.” All the intriguing possi- 
bilities for diversification withal, he 
adds, it is going to stay that way. “I 
can assure you,” he told the analysts, 
“that these [exotic] activities at 
Zenith, which we hope will lead us 
to substantially increased sales and 
profits over the next five years, will 
not be at the expense of our concen- 
tration on the consumers product end 
of the business.” 


i LOR ad ORF UE O) —— 


Trading in potatoes has been any- 
thing but quiet the last few years. In 
the 1957-58 season, Maine potatoes 
for May delivery whipsawed be- 
tween $3 per 100 pounds to nearly $6 
and then back below $2.50. Last 
year’s trading, though less mercurial, 
involved wide swings in relation to 
the small margins involved (15%). 
With six weeks to go, how will the cur- 
rent 1959-1960 trading season end? 


Oct. 1957 —May 1958 


Oct. I958—May i95v 


sib 


1959—May 1960 
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TRADING IN POTATO FUTURES: 


the hottest thing in the commodity markets 


COMMODITIES 


HOT POTATOES 


Suddenly the lowly spud has 

become the most glamorous 

item on commodity traders’ 
shelves. 





Tuese days John W. Clagett, presi- 
dent of New York’s Mercantile Ex- 
change, speaks the word “potatoes” 
with an air of reverence. He has good 
reason to. Currently potato futures 
contracts are the hottest thing 
around. Says Clagett: “Potato fu- 
tures are more active than all other 
commodity markets in New York 
put together.” 

Explosive Situation. Right now the 
trading season in Maine potato 
futures (other kinds are traded in 
only limited volume) is at its peak. 
Normally the season runs from Oc- 
tober to May, with the most activity 
in February, March and April. “This 
season,” says one veteran trader, 
“we are really seeing a lulu!” By the 
end of February, no less than 128,000 
contracts had been traded. Last year 
at the same time, the total was 27,000. 
Back in the 1957-58 season, the pre- 
vious all-time peak in potato trading 
frenzy, 79,000 trades were completed 
in the same months. 

What level the trading will reach 
by May, when the last potatoes are 
delivered, nobody knows. But one 
old trader expects it to be very high. 
“This situation,” he says, “is explo- 
sive.” 

What has put TNT into the lowly 
spud? Observes Edward Otero, po- 
tato specialist for Merrill Lynch, 
Pierce, Fenner & Smith: “East Coast 


potato stocks are the lowest since 
1955. Frosts delayed the Florida har- 
vest. Meanwhile, on the demand 
side potato processors have already 
bought a third more than last year.” 

So far the markups in potato fu- 
tures contracts have been moderate 
Quotes are about $1 higher per 100 
pound lot than normal for this tims 
of year. But for once speculators 
have rushed in to take positions, join- 
ing the growers, shippers and proc- 
essors who use the futures market 
to hedge their position. As yet, how- 
ever, nothing like the rocketing prices 
that occurred two years ago, when 
between February and April hun- 
dredweight quotations soared from $3 
to $6, has taken place. (By May 1 
that year, they had fallen to $2.35) 

Wild Ride. Just the same, astute 
traders have had some wild rides for 
their money this year. For in the 
highly leveraged potato futures mar- 
ket, where margins average about 
15%, small swings can pyramid prof- 
its or losses quickly. Thus a lucky 
trader who plunked down $250 as 
margin on a 50,000-Ib., $1,740 car lot 
contract on May 2, better than dou- 
bled his money if he sold out eight 
days later. By then his contract was 
worth $2,070, which after $18 in bro- 
kerage commissions and $2 for the 
Mercantile Exchange clearing fee, left 
a net profit of $310 on his contract. 

The professional traders like active 
markets whether they go up or down 
Says one: “Potato futures are a great 
speculative market—they move fast 
But it’s no place for the amateur. It’s 
like a cocktail. An active rising mar- 
ket can give you a mighty good feel- 
ing in April. But if you are not quick 
enough, you are apt to end up with 
an almighty hangover in May.” 





PACKING BEATRICE FOODS’ CLARK BARS: 
the non-dairy products fattened the profits 


FOOD PROCESSORS 


HEALTH DIET 


Beatrice Foods lives off a 
strangely mixed diet, but it 
seems to be working wonders 


for its fiscal health. 





Wuen William G. Karnes gets wind 
of a new company to buy for his 
Beatrice Foods Co.*—which can be 
as often as six or seven times a 
week—he says he asks himself just 
two questions: “One, do they turn 
out a ‘convenience’ product, some- 
thing the housewife doesn’t have to 
fuss with? Two, is their margin of 
profit better than mine?” Since Bill 
Karnes became president of expan- 
sion-minded Beatrice back in 1952, 
the answer has been “yes” often 
enough to make his 62-year-old 
company the fastest growing large 
outfit in the dairy industry. 

Rich Diet. To sample all of the 
items Karnes has acquired for Bea- 
trice is to invite heartburn: pickles, 
chile powder, mint bars and peanut 
butter, to name but a few. These, 
of course, are in addition to the milk, 
and other dairy products the company 
has long had. As Karnes started his 
new fiscal year last month, he and his 
company were clearly thriving on the 
diet. Sales for the year reached an 
estimated $441 million, up 53% in the 
past five years. The total just barely 
beat Foremost Dairies’ $440 million 
to make Beatrice No. Three in the 


*Beatrice Foods Co. Traded NYSE. Recent 
rice 37%%. Price range (1959-60): high, 555%; 
ow, 37. Dividend (fiscal 1959) : $1.80 lus 25% 
stock. Indicated fiscal 1960 yout: . Earn- 
site. ~ share (fiscal 1958) : B39. a ‘assets: 

102. illion. Ticker symbol: 
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industry, behind National Dairy and 
Borden. Total earnings for Beatrice 
hit an estimated $10.2 million last 
year, nearly 84% above 1954 net. 
Earnings per share were expected to 
be at least $3.75, another record high. 
Beatrice has grown faster in sales 
and earnings than any of the top four 
in recent years. 

Improving Beatrice’s profitability 
has been a little tougher than Karnes’ 
simple “two-question” routine would 
imply. When Karnes took over as 
president, 77c of every Beatrice sales 
dollar came from dairy products, 
(25c from butter alone), another 7c 
from eggs and poultry, where com- 
petition was rough and the profits not 
very good. Non-dairy foods, which 
have offered relatively firm profit 
margins in recent years, accounted 
for only about 16%. 

Bringing in the Brands. Karnes 
brought in solidly established non- 
dairy brands (Richardson mints, 


FOODMAN KARNES: 
he asked just two 


Bond’s pickles, Clark candies, Mario 
olives, among others). Last year, as a 
result, non-dairy products brought in 
one third of his sales dollars. 

Part of Beatrice’s remarkable sales 
growth, however, has come from 
shrewdly managing his dairy busi- 
ness. He trimmed his butter sales, 
where margins shrank, from 25% to 
9% of volume. He boosted all the 
rest of his dairy business, where 
profits were steadier. Back in 1952, 
fluid milk, ice cream and other dairy 
products accounted for perhaps 52% 
of his volume of $235.2 million. In 
1959 they amounted to 57% of $441 
million. But this, too, has been no 
accident. Karnes and his predecessors 
had long concentrated their dairy ef- 
forts in suburban areas rather than 
big cities. “Thus,” says he, “we were 
ready for the postwar growth of those 
areas.” 

The net result of all these moves 
was easily seen in Beatrice’s books 
as Karnes turned a new page last 
month. Total earnings as a per cent 
of sales have increased by more than 
a third, from 1.7% to 2.3%, since he 
became president. The rate was still 
behind Borden’s (2.7%. last year) 
and even farther behind giant Na- 
tional Dairy’s (3.1%). But Beatrice 
has been improving its profitability 
over a period when these others were 
barely holding their own. 

“The companies we’ve acquired in 
the past five years,” says Karnes, “are 
netting a 3.25% return on sales.” 

More Cream. By thus enriching his 
profit mix, Karnes has been able 
rs raise Beatrice’s per share earnings 

v 32% in the past five years while 
~ilew A Dairy’s were up an esti- 
mated 23%, Borden’s a mere 8%. 
This, despite the fact that Karnes has 
occasionally been forced to offer new 
stock in order to land a tempting in- 
dependent comvany. Often family 
owned, or tightly held, many small 
independents insist on stock rather 
than cash for tax purposes. This is 
a fact Karnes never ceases to lament. 
With a lawyer's cautious habits, 
Karnes has working capital of some 
$50 million, more than twice the 
amount he started with in 1952. 

If he could have paid for more of 
his acquisitions with cash or bor- 
rowed money (Beatrice is virtually 
debt-free), Karnes could have 
avoided the earnings dilution which 
has somewhat marred Beatrice’s rec- 
ord (profits up 156% since 1952, per 
share net up 53%). But that would 
have meant passing up some very 
likely looking prospects. Says Karnes: 
“You have to look at this thing from 
all sides. If you pay stock for a good 
company, you build in future per- 
share earnings.” 
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CHEMICALS 


THE FISCAL GLUTTONY © 
OF OLIN MATHIESON 


In terms of sheer capital input, hybrid Olin Mathie- 
son should be one of the brightest stars in the chemi- 


cal heavens. 


Instead, misma 
it one of the U.S.’ greatest 


ement has made 
ustrial disappoint- 


ments. Now what are its prospects of revival? 


Some four years ago, one of the most 
hopeful entries on anyone’s industrial 
form sheet was the newly formed Olin 
Mathieson Chemical Corp.* A meld 
of broad-based Olin Industries 
(explosives, cellophane, Winchester- 
Western arms, paper & lumber) and 
aggressive Mathieson Chemical (caus- 
tic soda, sulfuric acid, chlorine, Squibb 
pharmaceuticals), Olin Mathieson had 
begun life in 1954 with all the endow- 
ments of an industrial aristocrat. 

If there were any serious doubts 
about its prospects in the Olin Mathie- 
son empire, they belonged to skep- 
tical, astute John Hanes, then chair- 
man of the finance committee. Yet 
two years after the merger, John 
Hanes stood up before Philadelphia’s 
Society of Security Analysts and 
drew up what, knowing his tempera- 
ment, outsiders could only regard as 
a conservative form sheet for his 
company. By 1960, said he, Olin 
Mathieson (then doing $598.1 million 
in sales) would boast a volume of 
nearly $1.2 billion. For 1960 too, Olin 


*Olin Mathieson Chemical Corp. Traded 
NYSE. Recent price: 4614. Price on e (1959- 
60): high 58%; low 41%. Divid (1959) : 
$1.25. Indicated 1960 $1 r 
share (1959): $2.81. To 
lion. Ticker symbol: OLM 


STERILE ROOM FOR ANTIBIO 
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Mathieson’s board had budgeted net 
earnings after taxes of some $111.4 
million, a 153% increase. 

Rude Awakening. It is no news that 
Olin Mathieson’s sales and earnings 
have never since run within miles of 
these figures. Seldom has perform- 
ance verged so far from promise. Even 
last year, a relatively good one for 
the company, sales reached no higher 
than $702 million. And far from 
reaching toward Hanes’ high target, 
last year’s earnings, rising nearly 
300% from 1958’s abysmal low of $9.4 
million, actually were well below 
1956's. 

For Olin Mathieson management, 
not to speak of its stockholders, it has 
been a rude, a traumatic awakening. 
More than once in the years since 
John Hanes made his forecast, Olin 
Mathieson’s headquarters on New 
York’s Park Avenue has been the 
scene of what can only be described 
as sheer panic. Belatedly, as Olin 
Mathieson executives gritted their 
teeth and asked how things could so 
monumentally have gone wrong, that 
panic spread to the company’s all-too- 
autonomous divisions. Eventually the 
company so hopefully launched by 
Olin’s John Olin and Mathieson Chem- 


PRODUCTION: 


a brave dream went wrong 


i 


OLIN MATHIESON’S OSBORNE: 
salvaging and rebuilding 


ical’s President Thomas S. Nichols 
became the scene of turmoil and de- 
partures such as the orderly ranks of 
American industry have rarely ex- 
perienced. 

There is profit beyond mere curi- 
osity in pressing the question of what 
has gone wrong in Olin Mathieson’s 
brave dream. For the fact is that 
today debt-burdened Olin Mathieson 
stands as probably the most hugely 
leveraged of all the nation’s major 
chemical companies, That means that 
if it could make good even a part of 
its erstwhile promise, the chemical in- 
dustry would see some remarkable 
fireworks. Premising merely profit 
margins on a par with the average 
among the rest of the chemical in- 
dustry, highly leveraged Olin Mathie- 
son could stand out as one of Ameri- 
can industry’s stellar earners. 

Too Much, Too Soon. There is little 
danger of anything like that happen- 
ing overnight. Far short of such fire- 
works, the business to which slender, 
bookish President Stanley de Jongh 
Osborne, 55, has set his hand is the 
prosaic and unspectacular one of sal- 
vage and rebuilding. Most of the 
salvage is already accomplished; 
Olin Mathieson’s fortunes presumably 
passed their nadir in catastrophic 1958. 
That year the company wrote off 
substantial sums deriving from the 
jettisoning of some of its activities 
and the tightening up of others. 

The rebuilding will be going on for 
a long time to come. In essence, Olin 
Mathieson began life with a colossal 
case of indigestion. In their separate 
lives, both Olin Industries and Math- 
ieson Chemical were tremendous 
catchalls of ill-digested disparate ac- 
tivities. Melded, they comprised 50- 


19 





ALUMINUM EXTRUSIONS: 
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1960 may be their year 


odd poorly integrated plants and a 
catalogue of products ranging from 
rockets to roller skates. 

Even without the merger, both Olin 
and Mathieson probably would have 
had to take breathers to consolidate 
their ground. The merger obscured 
that, shifted their attention toward 
rosy ambitions in which the sky 
seemed the limit. Yet the seeds of 
difficulty were there. Organization 
was bad, communication nearly non- 
existent. Like dissident Siamese 
twins, strong-minded John Olin and 
ambitious Tom Nichols pulled their 
separate ways. And to add to the 
confusion, divisional presidents and 
corporate executive vice presidents 
(at one point in 1957, there were ten) 
had proliferated like weeds. 

Impossible Burdens. Onto this weak- 
structured whole, ambition grafted 
impossible additional burdens. Biting 
off more than it could possibly chew, 
Olin Mathieson rushed into produc- 
tion of boron high-energy fuel on its 
own capital instead of waiting for 
the Government to underwrite the 
investment. Despite freight costs of 
$12 to $15 a ton higher than its com- 
petitors, it persisted in trying to op- 
erate a marginal ammonia plant. 

Finally, spending money as if there 
would never be a tomorrow, it went 
head-over-heels in debt to fund an 
aluminum venture at the very time 
the industry was reaching overca- 
pacity. 

Strong Medicine. By 1957 it was 
clear that strong medicine was needed 
if Olin Mathieson’s gluttony was not 
to be its undoing. The medicine di- 
rectors found was Stanley Osborne, a 
longtime financial man who had left 
Eastern Air Lines to join Mathieson 
Chemical in 1950 as treasurer. Os- 
borne admits that he then had “no 
conception of what the chemical in- 
dustry was like.” But he soon found 
out. A principal agent in the 1952 
Squibb-Mathieson merger, he played 
a similar role in the 1954 Olin merger. 
He later won his spurs as an operating 
man as executive vice president of 
Olin Mathieson’s international divi- 
sion, which he built from $55-million 
to $80 million sales in just three years. 

His first two weeks as president 
Osborne spent in Nassau, quietly 
formulating plans. Then he showed 
up at headquarters where, as one ob- 
server has put it, he proceeded to 
“pat heads with one hand, cut them 
off with the other.” With just the sort 
of decisiveness Olin Mathieson had 
lacked, he lost no time in shutting 
down the high-cost ammonia plant. 
Out, too, went odd divisions and prod- 
uct lines, including batteries, roller 
skates and similar items. And to set 
the tone for the corporate austerity 


HIGH-ENERGY FUEL TESTING: 
the Government cut back 


that was to follow, he cut salaries (in- 
cluding his own). 

What followed was a dose of purg- 
ative that would fell any giant. With 
an unwavering hand Osborne wrote 
off the massive start-up costs on all 
of Olin Mathieson’s new ventures in 
aluminum, high-energy fuels, ex- 
plosives and paper. Such charges 
might have been deferred, a course 
that would have prevented the sick- 
ening dive in the company’s earnings 
that year to $9.4 million (70c a share). 
But Osborne was determined to clean 
the slate once and for all. “Deferred 
charges,” he likes to say, “are the 
deadest kind of horse to drag around 
with you.” 

Strength In Numbers? One thing that 
nobody could write off was the huge 
($337.8 million) long-term debt with 
which Olin Mathieson’s ambition had 
loaded it. Invested in brick & mortar 
scattered across the industrial land- 
scape, that cash had become plant. 
The problem was to make it earn its 
way. 

Some of it undoubtedly had been 
misspent—frittered away in thought- 
lessness. What was left was a fan- 
tastic industrial potpourri which can 
be charted only in its broadest linea- 
ments. Last year chemicals supplied 
31.1% of Olin Mathieson’s sales, met- 
als 18.7%, high-energy and nuclear 
fuels 7.2%, packaging 18%, drugs 
15.2%, Winchester-Western rifles and 
ammunition 9.8%. 

No such breakdown, however, can 
begin to do justice to Olin Mathie- 
son’s sheer sprawl of products. The 
rubric “metals,” for example, embraces 
not only aluminum production but 
cartridge brass (for Olin Mathieson’s 
own use) and copper and brass coils, 
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sheets, strips and bars (for others). 
Its chemical line can be salted down 
into four broad categories—agricul- 
tural, phosphates, industrial and or- 
ganic. Yet within each are items as 
dissimilar as apples and oranges. 

Gamut and Growth. Not unnaturally, 
Stanley Osborne feels that this diver- 
sity will provide Olin Mathieson with 
a satisfyingly rich diet. As he sees it, 
the indigestible elements are gone, 
and the company is at last getting 
prepared to taste the dessert. “We’re 
selling nothing,” he says firmly, “and 
we're buying nothing.” 

Having reached the sticking point, 
Osborne feels he can easily justify 
that decision. “We run the gamut 
from capital goods to consumer goods,” 
he argues. “Recessions don’t occur 
across the board for all of industry 
at one time. The peaks and troughs 
in demand for aluminum do not coin- 
cide with, say, those for antibiotics. 
We're in six basic industries, and at 
least four or five of them would be on 
anybody’s list of the ten greatest 
growth industries.” 

Metallic Glitter. A change of for- 
tunes in just one division, it must be 
admitted, could well change the entire 
complexion of Olin Mathieson. That 
is aluminum. As Osborne puts it: 
“When you start from nothing, any- 
thing is good.” 

Actually, its aluminum investment 
would do well for Olin Mathieson if 
it simply got on its own feet and 


stopped dragging down the earnings 
of the other divisions. A classic case 
of a company biting off more than it 
could chew, in 1956 Olin Mathieson 
joined with Revere Copper and Brass 
to build up the $241-million Ormet 
complex with a smelter in Ohio which 


“SPINNING” OF GUN BARRELS: 
every division was working 
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can turn out 180,000 tons of primary 
aluminum a year. The aluminum in- 
dustry was just then approaching 
overcapacity, but the two corporate 
partners were so confident that they 
floated the huge venture with only 
$31 million of their own money as 
equity. As a result, Ormet itself 
started out life with its own form of 
indigestion: $1,111 in debt for every 
ton of metal it could smelt or nearly 
double the debt-tonnage rates of 
Kaiser Aluminum and Reynolds 
Metals. 

Still worse, Olin Mathieson opti- 
mistically agreed to guarantee two 
thirds of the new company’s annual 
obligations, thereby committing itself 
to an expenditure of $14 million a 
year in interest charges alone. More- 
over, in an industry where control of 
raw materials is vital, Ormet had 
nothing better than a contract to buy 
bauxite from a supplier in Surinam 
until 1966. 

A scholarly man who is also some- 
thing of a linguist, Stanley Osborne 
himself solved his bauxite problem 
while browsing through a French 
newspaper. He came across an arti- 
cle describing a French-British-Swiss 
combine which planned to develop 
bauxite deposits in Guinea and to 
refine them into alumina. Moving 
swiftly, Osborne bought into the com- 
pany, Fria, and succeeded in getting 
a 48.5% interest. “I saw the baby 
through,” he smiles today, “and I’ve 
more or less kept the relationship in 
my own hands.” 

Of Babies & Dollars. This year Os- 
borne’s baby is beginning to turn out 
480,000 metric tons of alumina a year 
(an amount expandable to 1.2 million 
tons), and Osborne’s raw materials 
problem will have been solved. As its 
share of Fria’s production, Olin Ma- 
thieson will have a call on some 240,000 
tons annually. But because of its pre- 
vious supply contract, it does not 
have to take this amount until 1965. 

Making Olin Mathieson’s prospects 
in aluminum somewhat brighter is 
the fabricating mill it has built right 
next to Ormet’s reduction plant. This 
will enable it to upgrade no less than 
half its share of Ormet’s primary 
aluminum. Taken together with its 
other rolling mills, this means that 
Olin Mathieson, under optimum con- 
ditions, will have to sell only a quar- 
ter of its total production in the form 
of comparatively low-profit pigs, in- 
gots and billets. 

Considering, however, Ormet’s 
back-breaking financing program, 
this does not promise quick profits. 
“We didn’t build those aluminum 
facilities,” Osborne insists, “just to 
break even. We're writing off the 
whole aluminum program of $100 


Mathieson Carbide Kodak 


Hence, a relatively small improve- 
ment in profit margins would pro- 
duce a powerful increase in per 
share earnings. For example, a 2/2% 
increase in net profit margins on 
last year's sales would have made 
a far greater difference to Olin 
Mathieson than it would have to, 
say, Dow Chemicol. 


Or, a 242% betterment in return on 
capital would have made a very big 
difference for Olin Mathieson, a rela- 
tively small one for Union Carbide. 











Metals 
$131.3 million 


Squibb 
$106.6 million 





Chemicals 
$218.) million 
~ 


Winchester -Western 
$69.1 million 


Energy Fuels 
and Explosives 
$50.4 million 


Packaging 
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million in five years.” While this is 
a heavy burden for Olin Mathieson 
to carry, it does have its compensa- 
tions. By 1963, Olin Mathieson’s 
forced draft amortization will have 
reduced its aluminum costs by 5c a 
pound, no small saving with alu- 
minum currently selling at 26c a 
pound. 

Osborne, though, has no thought of 
waiting until then for aluminum to 
put a metallic glitter on Olin Mathie- 
son’s books. Aggressive by tempera- 
ment, he has other plans. Last year 
total aluminum production soared 
24%, and this year it should rise 
by another 10%. Osborne is con- 
fident he can grab off his share of 
that expanding market. “Don’t for- 
get,” he says, “we’re not Johnny- 
come-latelies in the metals field. The 
experience we've had in other metals 
has rubbed off in aluminum.” 

Other Fronts, Other Battles. It is 
chemicals, however, which is still Olin 
Mathieson’s basic business—particu- 
larly such standard tonnage items as 
organic and inorganic products for 
industrial chemicals. So Osborne’s 
present plans center heavily in this 
division. All told, he is spending 
$35 million to expand his chemi- 
cal facilities over the next two years. 
Among other things, Olin Mathieson 
is increasing its capacity to make 
chlorine-caustic, though this was 
doubled as recently as 1957. It is also 
stepping up production of high- 
analysis fertilizers. 

This, of course, is not the only front 
on which Osborne must do battle. 
Among the others: 

@ Tue Enercy Division. Though 
the Air Force cancelled all its high- 
energy fuel contracts last year, this 
division now has two contracts to 
develop an advanced solid propellant 
for the Nike Zeus missile and tested 
an advanced solid propellant for the 
Nike Ajax. Also working in atomic 
energy, the division recently delivered 
two nuclear reactor cores to the Navy. 
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@ Squires, which sells some $106.6 
million a year worth of such major 
drugs as vitamins, antibiotics, hor- 
mone products and remedies for the 
treatment of cardiovascular, hyper- 
tensive and psychiatric disorders. 
Currently Squibb is running up the 
highest research bills in its history in 
an industry where research is the 
number one tool for pushing sales up. 
“Squibb’s research,” notes Osborne, 
“is in the lap of the gods—but is 
marching along and doing a good job.” 

@ Pacxacinc. As one of the three 
U.S. producers of cellophane (the 
others: du Pont and American Vis- 
cose), Olin Mathieson has one advan- 
tage in resisting the heavy competi- 
tive fire from polyethylene film: it 
makes the film too. “We're the only 
Kraft outfit,” adds Osborne, “that can 
give a customer both cellophane and 
shopping bags.” 

@ WINCHESTER-WeEsTERN. Usually 
considered the most static of the 
Olin Mathieson divisions, Winchester- 
Western last month announced a new 
shotgun barrel made of 500 miles of 
glass fiber wrapped around an alu- 
minum tube. The new barrel may 
well enjoy a big market with hunters 
because it cuts a full pound off the 
weight of the bulky gun. Admittedly, 
it will be a small factor in the cor- 
poration’s over-all sales, but Osborne 
feels the new product is indicative of 
the direction in which Olin Mathie- 
son is moving even in its lesser 
divisions. 

Target: 20%. As Osborne sees it, his 
biggest task now is to drive for a re- 
turn of 10% on sales and 20% on 
Olin Mathieson’s capital investment. 
Last year’s return was 5.4% on sales, 
10.1% on stockholders’ equity. “We 
must see that our funds are invested 
to upgrade our return on capital,” he 
says carefully. “We're spending more 
money on research, for example, in 
the hope that reasonable competency 
will develop products and processes 
which will help earnings.” 


Nowhere does such a statement 
cause ears to prick higher than along 
Wall Street. For, as it stands today, 
Olin Mathieson is the most highly 
leveraged of all the nation’s major 
chemical companies. Ahead of each 
of its comparatively few 13.2 million 
shares stands nothing less than $24.96 
a share in long-term debt. 

It follows that if Osborne can earn 
even a reasonable amount on that 
debt, profits on the common shares 
could skyrocket. With its present 
leverage, even a modest upgrading of 
profit margins would enable Olin 
Mathieson to show a far higher re- 
turn on equity than such major com- 
petitors as du Pont, Dow and Union 
Carbide. But as Osborne admits: “A 
great deal of our capital spending has 
yet to show up in earnings.” 

Beefy Balance Sheet. So far Osborne 
has been able to beef up and clean 
up Olin Mathieson’s balance sheet 
without resorting to sales of common 
stock. He has a fat $259.3 million in 
working capital and new plants 
swinging into operation. “Unless the 
economy goes to hell,” he comments, 
“we're absolutely going to generate 
our own funds.” 

In the meantime, Olin Mathieson 
has the chance to show earnings on a 
debt which is relatively cheap to 
service. “Our interest payments,” 
Osborne points out, “are deductible 
from taxes, so they’re not really ex- 
pensive. Our debt is in 354% money 
before taxes, which works out to 1.8% 
after taxes.” 

Catching the Competition. One thing 
at least is certain: Olin Mathieson 
does not have to travel at any really 
breakneck pace to turn the leverage 
of its debt to good account. To do so, 
it must upgrade its net profit margin, 
and there it has a lot of room for im- 
provement. Last year, for example, 
Olin Mathieson netted just 5.4c 
on each $1 of its sales. By contrast, 
du Pont brought down 13.8c, East- 
man Kodak, 13.6c and Union Car- 
bide, 11.2c 

Perhaps remembering John Hanes’ 
incautious $1.2-billion sales predic- 
tion, Osborne makes no public esti- 
mates of Olin Mathieson’s future 
progress. Says he: “It’s as futile an 
exercise as I know of.” But he does 
point out that Olin Mathieson lost a 
non-recurring $5 million (38 a 
share) on its aluminum operation 
last year. So he will concede that, if 
all its other lines hold up, Olin 
Mathieson will add at least that much 
to its earnings this year. 

That concession adds up to this: 
that in one of the worst cases of cor- 
porate indigestion on record, the pa- 
tient is at least beginning on the way 
to recovery. 
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THE ECONOMY 


OPTIMISTIC 
PESSIMISTS 


If Commerce Department fig- 
ures are correct, most busi- 
nessmen are not taking their 
own recent doubts about the 
economy very seriously. 





SPEAKING in London last month, U.S. 
Ambassador John Hay Whitney cau- 
tioned a mixed British and American 
audience against taking his country- 
men too seriously when they com- 
plained about business conditions. 
“Throughout our history,” Whitney 
smilingly told the American Chamber 
of Commerce in London, “we have 
prospered and worried. . . . For nearly 
15 years now we have enjoyed [pros- 
perity] almost furtively, telling our- 
selves all the time that it was neither 
very reliable nor very good for us.” 

Ambassador Whitney was referring, 
of course, to current reports that all 
is not going well with the U.S. boom. 
Even as he spoke, economists and 
businessmen across the nation were 
expressing doubts about the current 
prosperity. This despite the fact that 
both industrial production and con- 
sumer income were running at record 
rates. Among their worries: rising 
inventories, disappointing retail sales, 
a decline in steel backlogs and a stock 
market which had dropped better 
than 10% in a few months. 

Free Spenders. But last month, US. 
government statisticians came up 
with some figures that suggested that 
businessmen themselves, despite their 
penchant for worrying, were not tak- 
ing their own pessimism too seriously. 
Reported the Department of Com- 
merce: U.S. businessmen are getting 
ready to spend more money—$37 bil- 
lion—than ever before to expand and 
modernize. That would be a solid 
14% more than last year. 

“Would they be spending that kind 
of money,” asked one Commerce offi- 
cial, “if they were really worried 
about over-all business conditions this 
year?” Exulted Commerce Secretary 
Frederick Mueller: “This is the most 
revealing economic measurement so 
far this year.” Mueller noted that his 
figures, based on what businessmen 
themselves say they will do, looked 
even better for 1960’s second half than 
for the first half. During the second 
half, said Mueller, business spending 
would rise to a $38-billion annual 
rate, easily edging the previous record 
of $36.9 billion set in 1957. 

The report was particularly heart- 
ening because it was based on a 
survey made in late January and 
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EXPANDING AGAIN 


Capital spending by business, one of the most potent stimuli to prosperity, 
seems certain to reach record strength this year. Having raised their sights from 
earlier estimates, government statisticians now expect expenditures for new 
plant and equipment by U. S. business to break all records. Their prediction: 
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February, after the stock market hit 
the skids. The report also represented 
a decided increase over a survey of 
expansion plans made in December. 
Then first-quarter expansion was put 
at an annual rate of $34.5 billion. Last 
month, first-quarter spending plans 
had jumped to $35.3 billion. 

Firm Underpinning. For all of 1960, 
said the Commerce Department’s 
figures, manufacturers planned to 
spend $15 billion; mining industries, 
$1 billion; railroads, $1 billion; non- 
rail transportation, $2 billion; public 
utilities, $6 billion and commercial 
and other industries, almost $12 bil- 
lion. “If these plans are realized,” 
said the Commerce Department, “it 
will provide a very firm underpinning 
to the economy.” 

Not that businessmen or boards of 
directors could not change their 
minds. Nor that consumer spending 
might not level off (see page 29). 
But the discouraging straws in the 
wind had failed so far to shake busi- 
nessmen out of an expansionist frame 
of mind. Thus it seemed almost cer- 
tain last month that the economy 
could count on a powerful boost from 
private capital spending, whatever 
else the year brought. Which seemed 
to support what Ambassador Whitney 
said about the American tendency to 
look prosperity in the mouth. 


COMMERCE SECY. MUELLER: 
his figures look good 


ELECTRICAL EQUIPMENT 


THE RETIREMENT 
OF MAX McGRAW 


Max McGraw made McGraw- 

Edison in his own image. 

Will his forthcoming retire- 

ment bring a new look to 

the big electrical equipment 
firm? 





NEARLY SIXTY years ago a young 
electrical contractor named Max 
McGraw landed himself what he re- 
garded as a very juicy contract. It 
was for the wiring of the Sioux City, 
Iowa opera house. McGraw was 
pleased as punch. He had just turned 
17 and, only a few months out of 
high school, had started his business 
on a $550 shoestring. 

So well did the opera house deal 
work out that McGraw went on to 
bigger things, soon landed a $10,000 
contract for an Iowa power plant. 
Branching out into the utility equip- 
ment field, McGraw laid the ground- 
work for today’s $284-million (sales) 
McGraw-Edison Co.,* manufacturer 
of a broad line of electrical equip- 
ment, ranging from heavy utility 
gear to small appliances (Toastmas- 
ter) and embracing dictating ma- 
chines, batteries and air conditioners. 

But though he merged and ex- 
panded his company into the U.S.’ 
third-largest diversified manufac- 
turer of electrical goods, Max Mc- 
Graw continued to run it as a one- 
man show. Long after most other 
large and medium-sized U.S. busi- 
nesses had been turned over to pro- 
fessional managements and outside di- 
rectors, McGraw continued to mould 
McGraw-Edison in his own image. 

Sixty Years in Office. But last month 
76-year-old Max McGraw finally 


*McGraw-Edison Co. Traded NYSE. Recen 
rice: 43. Price range (1959-60): high, on 
iow, 37%. Dividend (1959) : $1.40. Indicated 
1960 yas: $1.40. Earnings per share (1959) : 
$2.69. tal assets: $178 million. Ticker sym- 
bol: MGR. 
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McGRAW’S McGRAW: 
a watchful eye... 


yielded to the tyranny of time. “I 
suppose,” said he, “that I can’t be 
president forever.” With those words, 
McGraw announced he was ending 
his 60-year career as chief executive 
officer of the company. 

Slated to be his successor: Arthur 
Bersted, 60. An old associate, Ber- 
sted went into business on his own in 
1931 with $100,000 borrowed from Mc- 
Graw, rejoined McGraw 17 years later 
when he sold his Bersted Manufac- 
turing Co. to McGraw. “Arthur,” 
says McGraw, "never lost a nickel 
during the depression, and by the 
time we bought him out, in 1948 he 
had made $4 million. So you see he 
is a well-proven young man.” 

Bersted, not surprisingly, is un- 
likely to change some of McGraw’s 
longstanding policies. One of these 
is a positive horror of being in debt. 
“Not since 1930 has my company 
owed any money to the bank at the 
end of the year,’ says McGraw. If 
this policy has perhaps somewhat 
slowed McGraw-Edison’s expansion 
in a period when big debts have be- 
come almost fashionable, it has had 


TESTING OF McGRAW TOASTMASTERS: 
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its compensations. Among them: an 
almost impregnable balance sheet. 
With only $5 million in debt out of 
a $137-million capital structure, Mc- 
Graw-Edison also boasts some $25 
million in cash, $89 million in net 
working capital and a current ratio 
of better than three to one. 

Hard to Copy. One thing about 
McGraw, however, will be hard to 
copy: his superb sense of timing. He 
first displayed it by getting in the 
electrical business on the ground 
floor. He showed it again when he 
sold most of his utility holdings at 
high prices in the late Twenties 
(though he still owns an independent 
telephone company in Chicago’s Cook 
County and a $50-million electric and 
gas utility in the Midwest). 

In 1929 McGraw invested part of 
his cash in a small company making 
pop-up toasters. It was a brilliant 
investment. The depression not- 
withstanding, he proceeded to put 
his Toastmasters on millions of 
breakfast tables across the U.S., made 
more money licensing the patents 
to such rivals as GE. 

Through the depression McGraw 
continued to grow. But its biggest 
acquisition came in 1957 when Mc- 
Graw traded stock with Charles Edi- 
son, son of his old friend, Inventor 
Thomas Alva Edison. That deal 
brought the Edison Voicewriter, bat- 
teries and other assorted products 
into his fold, added $38 million to 
annual sales. 

Mixed Methods. But as the company 
grew, McGraw never lost track of 
any part of his business. He prac- 
ticed a sort of mixture of decentrali- 
zation and one-man control. Said 
he: “I believe it is best to give your 
men fullest responsibility. In most 
cases we have kept on the manage- 
ment of the companies we have taken 
over. They are men who really know 
their business.” Thus, buying, sell- 


and more improvements to come 


McGRAPW’S BERSTED: 
. . . over his shoulder 


ing, research and manufacturing were 
always made the responsibility of 
each individual division. But the uni- 
fying factor remained the financial 
control and the personality of Mac 
McGraw. 

Too Conservative? It was no secret 
that some competitors felt McGraw’s 
somewhat old-fashioned ideas were 
holding the company back. His re- 
luctance to borrow money, for ex- 
ample, restricted its expansion at a 
time when borrowing money had be- 
come highly respectable. Then, too, 
for all its growth, McGraw-Edison’s 
earnings have shown little growth; 
$2.31 a share in 1950, they had risen 
to just $2.69 by last year. Mean- 
while, return on stockholders’ equity 
dropped from 25% in 1950 to some 
8% in 1958. 

Last year, however, was something 
of a. turning point, and McGraw was 
able to report an equity return on 
the upward trend—-11.5% for 1959. 
“We've disposed of quite a lot of 
plants over the past few years, moving 
manufactures into existing plants,” 
says McGraw. “For instance, the 
power tool division, which we bought 
from Fairchild Camera, we moved 
lock, stock and barrel out to one of 
our Missouri plants, selling off its 
Burlington fectory.” Says McGraw: 
“There are more improvements to 
come.” 

Still Watching the Books. Trying to 
accomplish this, of course, will be the 
responsibility of Arthur Bersted. 
Nevertheless, he can expect to find 
Max McGraw leaning over his shoul- 
der to keep a watchful eye on the 
books. For, while relinquishing the 
role of chief executive officer, Mc- 
Graw is not yet closing his desk at 
the company. “I’m only partly retir- 
ing,” says he. “I expect to get elected 
chairman of the executive committee 
of the McGraw-Edison Co. I'm just 
too old to quit.” 
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BONDS 


BULL MARKET 
IN BONDS 


Bear Market? Not in bonds. 

Speculators in U.S. Govern- 

ments have reaped profits of 

100% and more in the past 
eight weeks. 


“I'VE RARELY seen anything like it. 
They just wouldn’t go down.” That 
was the way one perplexed veteran 
moneyman described the market in 
U.S. government bonds toward the 
end of last month. 

When U.S. government bonds 
started rising last January, most 
brokers at first were inclined to at- 
tribute the turnabout to the decline 
of the stock market. “When stocks go 
down bonds usually go up—and vice 
versa” was the usual explanation. But 
as bonds continued to rise, it began 
to look as though something more 
fundamental might be at stake. Cer- 
tainly the rally in bonds had been 
one of the sharpest in recent record. 
These were the figures: 

@ In early January, yields on long- 
term Treasury debt (bonds expiring 
five years hence or longer) averaged 
4.58%. By mid-March average bond 
yields had fallen to 4.07%. 

@ Yields on Treasury notes (one- 
to-five years) had fallen from 4.81% 
to 4.08%. 

@ Yields on Treasury bills (less 
than a year) showed the sharpest 
drop of all, plunging from a 39-year 
high of 5.03% to 4.04%. 

Things had certainly changed. As 
recently as late last year, many Wall 
Streeters had all but despaired of the 
bond market. Even in January, 
bankers had been predicting that 
bonds were yet to see their bottom. 
It was little wonder: bonds had been 
in an almost unbroken bear market 
since 1954. 

Most Missed The Boat. So unexpected 
was the change that many of Wall 
Street’s ever-present sharpshooters 
had simply missed the boat. Specula- 
tion, to be sure, plays but a tiny part 
in the total market for government 
securities. Yet it was possible these 
past few months for a sophisticated 
speculator to make a pretty penny all 
the same. Many brokers and bankers 
will execute orders for U.S. govern- 
ment securities, requiring as little as 
5% margin, as opposed to 90% for 
stocks. Commissions, too, are low. 


*In short- and intermediate-term issues, 
the nation’s major corporations are by far 
the biggest influence on demand. In long-term 
issues, institutional buyers—insurance com- 
panies, pension funds and investment trusts 
—are the big factor. 
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Issue 


24%% of Mar. 1965-70 

3% of Feb. 1995 

5% of Aug. 1964 

144% of Oct. 1963 
F.N.M.A. 414% of Nov. 1963 


Fed. Land Bank 4% of 
Sept. 1961 


*Before commission and interest 





SPECULATOR’S DREAM 


A few samples of the possible profits 
in government bonds so far in 1960: 


Bid Price 
Dec. 31 


80-28/32 
79-24/32 86 
100-24/32 
88-24/32 
95-16/32 


97- 8/32 





% Capital Gain* 
Bid Price in Commitment 
Mar, 18 ot 5% margin 


86-10/32 108.75% 
125.0 
60.0 
72.5 
62.5 


103-24/32 
92-12/32 
98-20/32 


99-16/32 45.0 








Buying or selling a $100,000 block of 
bonds usually costs just over $30. 

Theoretically, at least, the profit 
possibilities had been enormous. 
Treasury notes with a maturity value 
of $100,000 could be had for, say, 
$89,200 in early January. A speculator 
might have bought that amount on 
$5,000 margin. By mid-March the 
same notes would have been worth 
nearly $93,400, thereby giving him a 
return on his cash investment of 
some 84%, or more in just two months. 
Longer-term issues (see table) re- 
turned even higher profits. 

Other Factors. But sheer speculation 
apparently had little to do with the 
recent run-up in bill prices. It was 
the big corporations, paying cold cash, 
that supplied the push. This, at a 
time when they might have been ex- 
pected to have better use for the 
money—to finance bigger inventories 
to support bigger business volume, to 
start construction of new plants for 
added capacity. Thus, many a money- 
































man asked: Had the business outlook 
now swung toward pessimism? 

Most students of government se- 
curities were nowhere near ready to 
go that far. Other things could ex- 
plain, in part at least, the run-up 
Demand for Treasury bills was high, 
said Alfred H. Hauser a vice presi- 
dent of the Chemical Bank N.Y. Trust 
Co., at a time when the supply was 
getting smaller. In January, for ex- 
ample, some $2 billion in bills came 
due, but the Treasury refunded only 
$1.5 billion. In February, there was a 
reduction of another $500 million in 
the bills outstanding. In March some 
$4 billion in tax notes were liquidated 
This shrinking in the over-all supply, 
said Hauser, “triggered the strength- 
ening of the government market.” 

The Fed’s Role. There was, too, the 
psychological influence of the stock 
market. William McChesney Martin, 
chairman of the Federal Reserve 
Board, attributed the decline in the 
stock market since the start of the 
year to a “liquidation of inflation 
psychology.” This, of course, tended 
to strengthen all kinds of fixed return 
securities, including governments. 

The Federal Reserve System itself 
had contributed to increased demand. 
When the Fed buys bills for its own 
account, it has the effect of increas- 
ing its member banks’ reserves, there- 
by enabling them to lend more money 
to their customers. Martin had not 
said that credit should be loosened 
right now. But the fact remained 
that last month the Fed was, on bal- 
ance, buying Treasury bills. 

Great Expectations? Was the five- 
year bear market in bonds then, 
finally over? Possibly so. But few 
dealers were willing to go out on a 
limb on the streneth of a two-month 
rally. At any rate, the very speed of 
the 1960 advance had left many of 
them breathless. Said one: “I’m no 
prophet, but this much I do know; 
that it’s a lot harder today to prove 
that government bonds are a bargain 
than it was a couple of months ago.” 
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AUTOS 


THE PENALTY 
OF SUCCESS 


The annual hue & cry from 
Australians who want into 
GM’s big Australian subsid- 
iary was louder than usual 
last month. But GM was 
sticking to its guns. 


In A few weeks, Australian investors 
will get their first look at the 1959 
earnings of General Motors-Holden’s, 
Ltd., and, if the form chart holds, 
quite a few of them will howl to the 
heavens. 

It’s not that Australians don’t like 
GM’s car. Far from it (see chart). 
What they don’t like is that they have 
no way of sharing in the profits of 
GM’s immensely profitable 100%- 
owned subsidiary. The ruckus is 
nothing new. They do it every year. 
But now, they are howling louder 
than usual. GM, they charge, has a 
plot afoot to keep them from finding 
out what they are missing. 

The Aussies want to buy common 
stock in Holden’s to get a share of 
the plum. As things stand, their 
participation is limited to 6% pre- 
ferred stock. With common stock, 
they would get a crack at earnings 
which, at last report, returned to GM 
a dividend of $16.8 million on net in- 
come of $34.3 million and total sales 
of $261 million. 

GM’s response to this is matter- 
of-fact: it does not sell shares in any 
of its subsidiaries or divisions, only 
in GM as a group. If the Aussies 
want it, says GM, they can buy GM 
stock itself. But Australians can not 
do this because of their government's 
exchange and currency regulations. 

Says GM’s Earl C. Daum, Manhat- 
tan-based regional group executive 
with responsibility for Australia: 
“It’s not our fault. We'd like to see 
Australians able to buy GM stock as 
easily as Americans.” 

Ducking the Issue? To all this bick- 
ering has been added a new situa- 


GM-HOLDEN 1960 STATIONW AGON: 


they'd like to buy the stock as well as the auto 


tion. Last December GM organized 
a new subsidiary, General Motors 
(Australia) Proprietary, Ltd. and 
offered to buy GM-Holden’s preferred 
shares, now in the hands of the Aus- 
tralian public, at a fancy premium of 
75% over the issue price. 

Under Australian corporate law, 
GM-Holden’s could then become a 
private company and, as such, would 
not have to publish annual reports 
at all. This brought a flood of pro- 
tests, not only to Holden’s, but all 
the way to the home office in Man- 
hattan. Was GM, the Australians 
wanted to know, trying to duck the 
issue by not reporting profits? 

There was, Daum asserted, no 
Machiavellian intent in the GM move. 
The offer to buy the preferred, he said, 
was merely a tidying-up operation 
and was not made “to relieve GM of 
the necessity of publishing annual re- 
ports. But,” he added, “I see no 
reason why GM-Holden’s_ should 
continue as a public company.” 

Success-Bred Storm. How did the big 
fuss start? It began when the Aus- 
tralians wanted a “car of their own” 
and GM gave it to them. Starting 
from scratch 11 years ago, the Holden 
has snatched half the auto sales mar- 
ket and, just as important, is virtually 
(97%) an all-Australian product. 

How did GM do it? British motor 
firms had the market tied down, but 


ON TOP DOWN UNDER 


hunting ground. 
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General Motors—Holden’s, Ltd. now accounts for nearly half the vehicles sold in 
300- Australia, which in early postwar years was the British manufacturers’ happiest 


Australian New Vehicle Registrations 
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when the Aussies yelled for their own 
car, the Britons said the market was 
not big enough. GM simply took the 
risk, and it paid off. 

Other auto makers, such as Britain’s 
British Motor Corp. and Ford Motor 
Co., the U.S.’ Chrysler and Germany’s 
Volkswagen, have followed suit with 
plants of their own, but, by the time 
they got going, GM’s sun was already 
high in the sky. And none of the 
others have yet come close to making 
a full unit in Australia. 

GM is quick to point out the bene- 
fits to Australians of its big down- 
under gamble. GM-Holden’s has 
saved Australia upwards of $600 
million in overseas exchange that 
would have been needed to buy cars 
and parts from abroad. Directly or 
indirectly, GM provides employment 
for 70,000 Australians with an annual 
payroll of some $160 million. Its role 
in the Aussie economy is bigger than 
any other foreign-based company’s. 

Sticking to its Guns. Yet, as if it did 
not have enough troubles with com- 
plaints from Australians, GM-Holden’s 
has been drawing fire recently from 
American businessmen visiting Down 
Under. In a recent Melbourne tele- 
vision program, Robert L. Garner, 
president of International Finance 
Corp., said: “If I were a foreign in- 
vestor in Australia, I would like to 
have Australians participating.” 

And Charles Schmutz, vice chair- 
man of Standard & Poor’s Corp., said 
bluntly: “I think an American in- 
dustry going into a foreign country 
that does not permit the locals a fair 
share by way of participating in both 
the stock and management should 
have its head examined.” 

In the midst of turmoil, GM re- 
mained sympathetic but immovable. 
Said Daum: “We are not entirely ob- 
livious to public comment. But we 
are governed primarily by economic 
and administrative considerations. 
We're sticking to our policy.” 
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TEXACO REPORTS FOR 1959 


HIGHLIGHTS 
FINANCIAL 


Per share 
Number of shares out- 

standing—end of year 
Cash dividends ...... 

Pat eee 
Stock dividend ................. 
Total assets ....... 
Equity in total assets of 

nonsubsidiary com- 

panies and subsidi- 
aries not consolidated 
Total .. 


Capital ond exgleestets 
expenditures . 


1959 
$2,830,795,513 
$ 354,346,323 

$5.85 


60,541,379 
$ 153,187,686 
$2.60 


2% 
$3,347,742,745 


901,000,000 


1958* 


$2,580,185,772 
$ 311,154,995 
$5.24 


59,333,474 
$ 134,769,229 
$2.35 


$3,172,773,683 


896,000,000 





$4,248,742,745 


$4,068,773,683 





$ 517,870,256 


$ 527,957,133 


OPERATING ° Barrels per day 
(Including equity in affiliates) 


Gross crude oil produced: 


Western Hemisphere 
Eastern Hemisphere . 


Total world-wide ...... 


Refinery crude oil runs: 


Western Hemisphere . 


Eastern Hemisphere . 
Total world-wide 


Petroleum product sales: 
Western Hemisphere . 


Eastern Hemisphere 
Total world-wide 


CONSOLIDATED BALANCE SHEET—veEcemsBer 31 


Current Assets: 
Cash and securities 
Accounts and notes 
receivable 
Inventories 
Total bs. 
Investments and Ad- 
vances . 
Properties, Plant, 
Equipment: 
At cost . “S 
Less — Depreciation, 
depletion, and amor- 
tization 
Net 
Deferred Charges 


and 


ASSETS 


1959 


$ 395,142,692 


348,528,405 
314,457,953 


1958" 


$ 406,262,345 


334,402,709 
321,667 497 





$1,058,129,050 


$1,062,332,551 





191,119,746 


4,109,796,022 


2,080,949 834 


173,791,605 


3,743,621,830 


1,883,441,154 





$2,028,846,188 


$1,860,180,676 





69,647,761 


76,468,851 





734,968 
486,569 


647,477 
453,249 





1,221,537 


1,100,726 





931,584 
287,450 


849,533 
275,147 





1,219,034 


1,124,680 





983,010 
345,534 


929,773 
325,860 





1,328,544 


1,255,633 





LIABILITIES AND STOCKHOLDERS’ EQUITY 


Current Liabilities 
Long-Term Debt 
Reserves for Employes’ 
Plans 
Minority Interest 
Stockholders’ Equity: 
Par value of capital 
stock issued—shares 
$25 each 
Paid-in capital 
Retained earnings 


Less — Capital stock 
held in treasury 


Total 


1959 


$ 405,729,042 
341,838,927 


42,310,554 
40,053,432 


1,530,399,450 
55,083,996 
953,101,540 


1958* 


$ 418,506,558 
360,530,752 


39,606,196 
38,570,915 


1,500,391,625 


835,964,813 





$2,538,584,986 


20,774,196 


$2,336,356,438 


20,797,176 





$2,517,810,790 


$2,315,559,262 





$3.347,742,745 


$3,347,742,745  $3,172,773,683 $3,172,773,683 








CONSOLIDATED INCOME STATEMENT 


1969 


Copies of the Annual Report are 
available upon request to the Secre 
tary, Texaco Inc., 135 East 42nd 
Street, New York 17, N. Y. 


1958* 
Gross Income: 
Sales and services .......... 


$2,678,029,271 
Dividends, interest, and other income. 


152,766,242 
$2,830,795,513 


$2,432,348,673 
147,837,099 


$2,580,185,772 








Deductions: 
— eoeneing, sore and aed ex- 


Dry hole costs . 

Depreciation, a and amortization 
Interest charges .. 

Taxes (other than income taxes) 
Provision for i income taxes... 

Minority int 


2,036,072,613 
37,502,632 
242,812,513 
14,560,203 
82,068,303 
59,800,000 
3,632,926 
$2,476,449,190 


$ 354,346,323 


1,865,636,642 
34,185,442 
235,052,404 
12,589,104 
76,152,632 
42,100,000 
3,314,553 
$2.269,030,777 


$ 311,154,995 











*Includes Paragon group of companies. 
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Our 115th year... 


and still growing 


Here's the record of our progress! 


Net Sales 
Income (before taxes) 


Net Income (after taxes) 


Total Assets 
Working Capital 


Shareholders’ Equity 


No. of Shareholders 


Dividend Record—Common: 


Cash dividends have been 
Cash paid annually since 1937 


Stock 
Stock Splits 


All figures on a consolidated basis 


1959 
$275,099,000 
$ 55,949,000 
$ 26,859,000 
$ 353,966,000 
$ 87,481,000 
$ 100,877,000 

18,258 


$ 3,708,000 


3 for 1 


1958 

$ 187,849,000 
$ 30,803,000 
$ 13,803,000 
$ 212,853,000 
$ 55,000,000 
$ 57,171,000 

7,050 


$ 1,694,000 


4 for 3 


_1957_ 
$ 122,605,000 
$ 15,188,000 
$ 6,886,000 
$ 110,593,000 
$ 29,664,000 
$ 34,768,000 

3,938 


725,000 
5% 
2 for 1 


1956 
$51,437,000 
$ 7,129,000 
$ 3,364,000 
$37,238,000 
$17,052,000 
$26,488,000 

3,003 


$ 499,000 
5% 


THis is Brunswick... 


coy 


} The world’s largest manufacturer of 


<> 


bowling and billiard equipment and 
supplies. 


One of America’s leading manufac- 
turers and suppliers of sporting goods 
through its subsidiary, MacGregor 


Sport Products Inc. 


~ One of the two largest companies in 
¥ ‘ the field of medical and hospital 
supplies, laboratory and scientific 
equipment, follow ing the 1959 merger 

with A. S. Aloe Company. 


A leading designer and maker of com- 
ponents for aircraft and missiles. 


One of the two largest manufacturers 
_ and suppliers of schoolroom furniture 


* Growing rapidly overseas through 
.@ and gymnasium equipment. 


Brunswick International, C.A. 


For the full 1959 chapter of 
Brunswick's dynamic growth, send 
for a copy of our latest annual re- 


port. Write to L. H. Swanlund, 
Financial Vice President, The 
Brunswick-Balke-Collender Com- 
pany, Dept. F4, 623 South Wabash 


Avenue, Chicago 5, Illinois. 
Serving the World in Recreation, Health, Education and Defense 





THE ECONOMY 


HOW MUCH IS 
TOO MUCH? 


Almost everyone agrees that 
consumer credit is a good 
thing. The only question 
is: At what point do you have 
too much of a good thing? 





In BIG towns and small all over Amer- 
ica last month, U.S. consumers were 
hearing an old familiar song played 
at an ear-splitting pitch. Auto and 
appliance dealers, swimming pool and 
cemetery plot salesmen all were gear- 
ing for their big spring selling efforts. 
The chorus was the same wherever 
the consumer went: buy now, pay 
later . . . buy now, pay much later. 

Despite repeated hearings since 
World War II, Americans clearly liked 
the tune more than ever. With more 
cash money in their pockets than ever 
before in history, they were buying 
now and paying later as never before 
(see chart). As 1960 began, they were 
incurring new installment debts at the 
rate of almost $20 million every busi- 
ness day, or an additional $4.7 billion 
a year. Total outstanding installment 
debt as of April 1: an estimated $40.7 
billion, an alltime record high. 

Two Tunes. Last month, most ex- 
perts expected the credit curve to go 
higher still. If so, cars and cemetery 
plots might be selling briskly indeed 
this spring. Installment buying would 
help produce jobs and prosperity as 
it has done in recent U.S. history. 

Yet the same “buy now, pay later” 
tune was heard quite differently by 


SHOPPING FOR HOME APPLIANCES: 


other ears last month. “The pace of 
the advance in consumer credit,” said 
the March issue of the Federal Re- 
serve Bank of New York’s Monthly 
Review, “has aroused a widespread 
sense of uneasiness.” 

Why this “uneasiness”? Behind it 
lay this one fact: what consumers 
bought last month on the installment 
plan they must pay for this month 
and perhaps for another 35 months to 
come. To pay the piper for past tunes, 
American consumers were now ear- 
marking $13 out of every $100 of their 
current cash income. Ten years ago, 
installment credit repayments took 
away less than $9 out of every $100. 
The question now was, as one econo- 
mist put it: “How high can the ratio 
go before paying off past purchases 
seriously cuts into current business?” 

How Much Leeway? Many experts 
think it can go quite a bit higher. 
The finance companies and banks that 
supply the bulk of consumer credit 
claim to be quite undisturbed by cur- 
rent credit ratios. “If anything,” said 
Charles J. Zimmerer, financial vice 
president of Baltimore’s big Commer- 
cial Credit Co., “our delinquency 
rate is abnormally low.” At the end 
of December, he said, CCC had some 
$715 million in retail auto receivables 
outstanding in the U.S. and Canada, 
and less than $300,000 of it was more 
than 60 days past due. 

Other experts warned against tak- 
ing the bare figures uncritically. The 
rates themselves must be analyzed, 
said a high-ranking General Motors 
Acceptance Corp. executive, be- 
fore you begin to decide how much 
is too much. He points out, for ex- 
ample, that a housewife might buy a 
new washing machine and dryer and 


attuned to the “buy now, pay later” song 


Forses, aprit 1, 1960 





PAYING THE PIPER 




















Ratio of installment credit outstanding 
to consumers disposable income. 
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thereby eliminate cash spending for 
a maid. “The net burden on the con- 
sumer,” said he, “might not be what 
the percentages show.” 

The Mootest Point. But there was 
still one other aspect of the credit 
question that most authorities agreed 
“you could talk about for a month 
and not come up with final answers.” 
That was the undeniable fact that 
consumer credit, by its expansion and 
contraction, tends to give added force 
to swings in the business cycle. As 
Harvard economist John Kenneth 
Galbraith and others have pointed 
out, credit tends to expand in good 
times, when the economy least needs 
stimulus. By the same token it tends 
to contract in bad times, when it is 
most needed to strengthen the econ- 
omy. 

In the recessions of 1954 and 1958, 
for example, there were periods when 
installment loans were being repaid 
faster than new ones were being made. 
Thus, in a runaway boom, overopti- 
mistic consumers might add fuel to 
the fire, while in a recession the bur- 
den of repayments might force them 
to cut their spending even further 
back. 

Singing Curves. Some economists 
fear that the burden of installment 
debt has already reached the danger 
point. “The charts really sing to me,” 
said Imrie de Vegh, president of two 
mutual funds with $31 million in 
investment assets. “They tell me that 
business activity may not be able to 
set new records this year. There may 
not be enough cash available and 
uncommitted to support records.” As 
de Vegh pointed out, consumers re- 
cently owed another $12.6 billion in 
single-payment loans, charge account 
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bills and the like on top of the $40.7 
billion outstanding in installment 
credit. 

De Vegh was in something of a 
minority. Few moneymen felt that 
installment debt had risen to a point 
where it was threatening prosperity. 
But there were even fewer last month 
who were not keeping a sharp watch 
on the rising installment credit curve 
for signs of excess. The Installment 
Credit Commission of the American 
Bankers Association reported that 
the delinquency rate (loans past due 
30 days or more) was up for the 
fourth month in a row over the 
year before. “The rate of growth has 
caused no concern,” said the A.B.A. 
But the A.B.A. then proceeded to 
urge commercial banks to “guard 
against pressures to expand terms” of 
installment loans. 

Are Controls Needed? One way to 
guard against such danger from in- 
stallment buying would be to extend 
government controls to consumer 
credit, tightening them in boom times, 
loosening them in bad times. But few 
Americans would like to see this vital 
economic function fall under bureau- 
cratic control. Nor is it certain such 
controls would work as_ intended. 
“Who,” asks a GMAC man, “has the 
sixth sense to determine just when 
controls should be applied? And how 
do you know it would work?” He 
points out that credit was easier in 
1958 than in 1955, but more autos were 
sold in 1955 anyway. “You can pull a 
string,” says he, “but you can’t 
push it.” 

Where did all that leave the U-S. 
businessman and the consumer? It 
was the kind of question that could 
only be answered after the fact: there 
are no hard and fast rules on such 
matters in today’s complex and dy- 
namic economy. One thing, however, 


) 
; 


OIL WELLS IN CALIFORNIA FIELD: 
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was clear: installment credit repay- 
ments last month had risen to a point 
where they were now taking out of 
consumer incomes almost as much as 
Federal income taxes ($40.7 billion 
vs. $43 billion); the very existence 
of so much debt was almost certain 
to act at the very least as a brake on 
the boom. 


OIL 


THE UPPER HAND 


Nowadays the world has 
more crude oil than it needs. 
But, strange as it may seem, 
the crude producers still 
seem to have the upper hand. 


For as long as most younger oilmen 
can remember, one basic axiom has 
ruled in their business: find the crude 
oil and the profits will take care of 
themselves. Year after year, the big 
profits were going to the crude pro- 
ducers, or at least to those companies 
who had enough crude to supply their 
own refineries. The refiners had to 
be satisfied with the crumbs. But as 
more and more oil was discovered, 
the refiners consoled themselves with 
one thought: the tide of battle was 
turning. With crude oil in oversup- 
ply, wouldn’t they finally be in a posi- 
tion to call the tuné? 

Worse Than Ever? Last month such 


hopes were rudely set back. The. 


balance of power seemed as firmly as 
ever in the hands of the crude pro- 
ducers. There were too many wells, 
it was true, but the various state 
commissions had cut down sharply 
on the amount of oil they could pump. 
So the price of a barrel of crude oil 
was holding fairly steady. But with 


is the refinery still out in the cold? 


no one to limit refinery output, re-. 
finers were turning out more and 
more gasoline and other petroleum 
products. Result: a painful squeeze 
for refiners between inflexible crude 
costs and dropping prices for refined 
products. 

The squeeze was so tight, in fact, 
that many inland refiners had been 
saved only by the generous quota 
the Government allows refineries for 
importing cheap foreign oil. Bringing 
that oil inland would destroy much of 
its profit potential, but the Midwest- 
erners had a way out: they could 
simply swap their quotas for the in- 
land reserves of such coastal com- 
panies as Atlantic Refining, Gulf, Jer- 
sey and Socony. Since domestic oil 
costs far more than the foreign 
variety, some inland refiners were 
thus getting crude at $1 a barrel be- 
low posted prices. 

The One Exception. In only one spot, 
though, were the refiners actually 
benefiting at all from the world over- 
supply of crude. Many of Venezuela’s 
crude producers have no foreign mar- 
kets or American refineries with im- 
port quotas. So they had only one 
way out: cut the price to sell the oil. 
In fact, Venezuela’s minister of mines 
and hydrocarbons recently charged 
that San Jacinto Petroleum, Signal 
Oil and Superior Oil, desperate to 
move their massive reserves of oil, 
had sold crude for $1.50 to $2 a bar- 
rel, nearly one half of the posted 
price. 

But such windfalls were bringing 
scant relief last month to the hard- 
pressed refiners. As the Chase Man- 
hattan Bank’s authoritative Petroleum 
Review pointed out, inventories 
should have been cut in February for 
the spring lull. Instead, they were 
75 million barrels over a healthy level. 
All of which faced the refiners with 
a near impossible task: only if de- 
mand would soar ahead of the year- 
earlier period by a walloping 40% 
could they hope to work off those ex- 
cess inventories. That was a for- 
lorn hope indeed. So the prospect 
for the refiner seemed to be for more 
price-cutting and squeezes on profits. 

How long would the refiner be 
caught in this deadly squeeze? Ac- 
cording to no less an authority than 
Chairman Frank O. Prior of the 
Standard Oil Co. (Indiana), one of the 
nation’s biggest refiners, relief is stil) 
a long way off. “Product price weak- 
nesses, so evident in the first few 
months,” said he sadly, “may continue 
for most or even all of this year.” 
Far from bringing relief of any sort 
to the hard-pressed refiner, the over- 
supply situation in crude had only 
turned the balance of power further 
against him. 
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INCOME ACCOUNT HIGHLIGHTS 


item—in thousands of dollars 1959 1958 1957 1956 


Operating Revenues... $183,609 $179,108 $183,817 $187,654 
Operating Expenses 146,426 143,066 152,670 151,534 
Taxes (Federal, State and Local).. 25,492 21,139 ‘ 20,925 
21,713 17,672 15,240 
11,166 11,108 10,353 
23,781 y ; 20,983 
Funds used or Gapisined fee or pur- 
chase or call of Prior Lien and 
Collateral Trust bonds 3,323 ; d 2,756 


Dividends Paid.......... __ 11,960 945 = 9,688 =: 8,935 
Available for Additions & Better- 
ments and Other Corporate 
Purposes... . 8,498 3 4 9,292 


Earnings per share : , 3.97 ’ ; 3.52 
Dividends paid per share....... 2.00 J d 1.80 
Taxes share. . ina 4.26 . . 3.51 
Times Fixed Charges earned ak 3.13 

Ratio of Expenses to Revenue... 79.75 

Working Capital in Thousands... $ 65,890 

Av : Number of dan 17,884 

Pa: in Thousands. .. +. $105,571 

pt dag of Shareholders... ..... 31,067 28,235 

Number of Shares ..+.++ 5,985,591 5,973,915 


$ 183,033 
144,019 
23,527 
11,477 
10,111 
19,144 


1,556 
__ 7,439 


5,954,954 


NOTE—Number of nD amounts = i= are adjusted to reflect the two-for-one stock split in 1956, and 


20% stock 





Northern Pacific Had 
Another Excellent Year 

Northern Pacific's net income, which has been in a rising 
trend for the past five years, was the highest since 1943. 

Favorable results for 1959 were due ely to record 
revenues from the movement of forest products, a close 
control of operating expenses, and a 257 increase in 
non-rail income. 

In 1960 we look forward to a heavy volume of traffic 
and a further rise in other income. 


PRESIDENT 


For a copy of Northern Pacific’s 1959 Annual Report, 
pica write to Office of the President, 814 Northern 
acific Railway, St. Paul 1, Minnesota. 


NORTHERN PACIFIC RAILWAY 


CHICAGO * TWIN CITIES 
SPOKANE * TACOMA 
PORTLAND * SEATTLE 


Outstanding passenger and freight service between the Midwest and North Pacific Coast 
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WINTER SPORTS and summer 
stock, sailing and symphony 
make New England an exciting 
place to live. Here there’s a vari- 
ety of climate, varieties of living 

. a diversified and dynamic 
economy drawing on one of the 
nation’s largest pools of skilled 
workers, managers and thinkers. 


NEW ENGLAND ELECTRIC SYSTEM 


Come make a good living 
where the living is good, 


BOSTON 16, MASSACHUSETTS 


| CAPITAL GOODS 


AFTER AN UP, 
A DOWN? 





Riding high last year with 

record earnings, is Foster 

Wheeler braced to forestall 
the customary spill? 


| “We are not out to move mountains,” 
| says John E. Kenney. “What we are 


trying to do is raise the valleys.” As 


| mew president of Foster Wheele: 


Corp.,* Kenney, 59, heads a company 


| with plenty of experience in both. 
One of the largest designers and build- 
| ers of oil refineries and a big sup- 


plier of steam generating equipment 


| for utilities, Foster Wheeler has known 
| more ups and downs than an Otis 


elevator. As recently as 1957, earn- 


| ings dipped $1.39 per share into the 
| red. Last year Foster Wheeler was 


a solid $9.92 per share in the black. 

Roller Coaster. Since that kind of 
profit represents an all-time high for 
Foster Wheeler, Kenney’s company 
might superficially seem to be riding 
high. Trouble is, on the kind of roller 
coaster Foster Wheeler travels in the 
cyclical capital goods market, the 
highs and lows tend to alternate with 
sickening suddenness. 

There are some signs that this may 
be about to happen again. Eighteen 
months ago, Foster Wheeler boasted 
backlogged orders totaling $268.1 mil- 


| lion, or nearly a year and a half's 


work. But by year-end 1959, that 
backlog had melted away to $168 mil- 
lion, or about 12 months’ work. 

Kenney, however, professes to be 
rather hopeful, this 25% year-to-year 
drop in his backlog notwithstanding. 
Says he: “I'm optimistic about 1960. 
We may make a little less money than 
in 1959, but I wouldn’t even be dog- 
matic about that. We were too cau- 
tious at this time last year.” 

Just the same, it is hard to see just 
where his optimism can come from. 
Oilmen, Kenney’s best customers, are 


| showing no signs of rushing back into 
| the capital goods market. The electric 
| utilities, his next biggest market, are 


still sparing with their new capital 
dollars and are likely to be so for 


| some time to come. 


Yet, even if in 1960 Foster Wheeler 


| did the same volume as in 1959 ($163.6 
| million) and earned the same profit 


before taxes ($8.1 million), its final 


| net would nevertheless be far lower. 


For last year Foster Wheeler applied 


*Foster Wheeler Corp. Traded NYSE. Re- 
cent price: 3845. Price range (1959-60): high, 
49144; low, 3144. Dividend (1959): none. Indi- 
cated 1960 payout: 36.5c. Earnings per share 
(1959) : $9.92. Total assets: $77 million. Ticker 
symbol: FWC. 
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$2.9 million in tax loss carryforward | 
to its pretax income; this year it will | 
have no income so exempted. Instead | 
of 1959’s actual $5.9-million net ($9.92 | 
per share), without this credit it | 
would have earned $4.4 million ($7.40 

per share). 

New Directions. Apparently Ken- | 
ney’s confidence is based principally | 
on some new directions into which | 
Foster Wheeler has recently set its | 
course. Explains he: “We found that 
there were two ways to raise our val- 
leys: reduce our dependence on cer- 
tain industries and increase our pro- 
ductivity.” 

One industry Foster Wheeler has 
tried to reduce its dependence upon 
is the oil business. Traditionally, most 
of the billings the big Process Plants 
division got were oil refineries. “We 
are satisfied,” says Kenney, “that we 
can always get our fair share of the 
oil refinery market. But a share of 
zero is zero, and if oilmen sit around 
on their hands and don’t buy, we 
don’t make any money there.” 

Thus for some time Foster Wheeler 
has been looking for other ways to 
use its skill in plant design and con- 
struction. It has expanded its chem- 
ical plant work, embarked on such 
varied projects as missile launching 
installations, glass laminating plants 
and oil well gas repressurizing work. 
Thus, though at the end of 1959 oil- 
men were still sitting on their pocket- 
books, the division’s backlog of orders 
was up moderately. 

Much the same effort has been put | 
into expanding the opportunity for 
Foster Wheeler’s equipment division, 
whose main business has been steam 
generators, fuel burner systems and 
heat exchanger systems. But it was 
not enough last year to take up the | 


FOSTER WHEELER’S KENNEY: 
a share of zero is zero | 
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STEEL AND CEMENT... Route 

128 with its 18 industrial parks 

and 258 laboratories and plants 

and its new sister, Route 495... 

are just two of the fast growing 

new areas that are providing 

Your plant or business can prosper growing-s — for the new indus- 

in growing New England. tries thriving in New England’s 
vigorous industrial climate. 


NEW ENGLAND ELECTRIC SYSTEM 


BOSTON 16, MASSACHUSETTS 








COMMERCIAL CREDIT COMPANY 
AND SUBSIDIARIES 


Highlights from the 48t» Annual Report 





FINANCE 
COMPANIES 
Wholesale Financing 
Instalment Financing 
Commercial Financing 
Equipment Financing 
and Leasing 
Fleet Lease Financing 
Rediscounting 
Personal Loans 
Factoring 


INSURANCE 
COMPANIES 
Automobile Insurance 
Credit Insurance 
Health Insurance 

Life Insurance 


MANUFACTURING 
COMPANIES 

Pork Products 
Metal Products 


Heavy Machinery 
and Castings 


Malleable, Gray Iron and 
Brass Pipe Fittings 


Metal Specialties 

Roller and Ball Bearing 
Equipment 

Machine Tools 

Toy Specialties 

Pyrotechnics 

Printing Machinery 


SY) . a 
COMMI RCTAL 
CREDIT JPLAN 





GROSS INCOME 


NET INCOME: 
Net income before interest and discount charges 
Interest and discount charges_.......____- 
Net income from current operations, before taxes 
United States and Canadian income taxes 
Net income credited to earned surplus 


Net income per share on common stock__. 


Common shares outstanding at end of period____- 


RESERVES: 
Reserve for losses on receivables... ___ 
Unearned income on instalment receivabies 
Unearned premiums—Insurance Companies 
Available for credit to future operations... . 


Operations shown separately are, briefly: 


FINANCE COMPANIES: 


Gross Receivables acquired : 
Motor retail 


Farm a og mobile homes 
and other retail_ 


Loan receivables..........._. - 
Motor wholesale__ 


Open accounts, leases, other wholesale 
notes, mortgages and factoring receivables 


Total receivables acquired_....___ _. 
Total receivables outstanding December 31 
Net income of Finance Companies 


INSURANCE COMPANIES: 


Written premiums, prior to reinsurance. __- 
Earned premiums__ —s a 
Net income ( including Cavalier Life 


MANUFACTURING COMPANIES: 
| STS ae 


AERTS EOS EES Sh 


1959 
$ 182 805 970 


$ 106 965 640 
56 017 125 


1958 
$ 163 672 045 


90 980 103 
42 732 824 





- $ 50 948 515 


23 087 649 


48 247 279 
21 444 888 





$_27 860 866 
$5 48 
§ 082 513 


$ 21 907 729 
106 995 879 
33 673 708 


_ $_162 577 316 


$ 756 681 643 


291 485 431 
216 384 173 
1 315 331 558 


1 601 390 684 


_ $4 181 273 489 


$1 720 834 360 


_ $ 14 670 375 


$ 33 952 737 
29 601 682 


9 763 635 


$ 126 949 092 
3 426 856 


_%6 M2 391 
$5 29 
5 066 255 


$ 18 617 824 
79 137 245 
___27 954 932 

$ 125 710 001 


$ 553 129 161 


205 271 573 
154 641 630 
904 515 368 


_1 406 929 123 
$3 224 486 855 
$1 338 455 714 
$ 16 257 950 


$ 27 727 167 
30 052 311 


7 906 844 


$ 133 233 066 
2 637 597 


Finance and insurance services are offered by our subsidiaries in more 
than 700 offices throughout the United States and Canada. Nationally 
known products are manufactured by our subsidiaries in ten plant locations. 


Copies of our 48th Annual Report available upon request 


COMMERCIAL CREDIT COMPANY sottimore 2, Maryland 
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slack in buying by the utility industry. 

Quicker Pay. Kenney banks heavily 
on quick delivery jobs to keep his 
1960 sales in healthy shape. Instead 
of the custom jobs for which Foster 
Wheeler is famous, it has recently 
emphasized standardized package 
equipment such as intermediate range 
steam generators for industrial use. 
Meanwhile, says Kenney, work-study 
programs resulted in a 16% increase 
in productivity last year, a gain he 
expects to see extended in 1960. 

Meanwhile, Kenney’s company is 
aggressively seeking advance pay- 
ments in work-in-progress—another 
item that helped last year when vol- 
ume was down. 

Yet the real test will be what Ken- 
ney will be able to do if Foster Wheel- 
er’s backlog continues to fall. His 
ability to produce enough short- 
delivery business to plug any gap in 
the company’s conventional equip- 
ment billings will play an all-impor- 
tant part in what happens to Foster 
Wheeler’s return on equity. In 1957 
there was nore. In 1958, it was 8.2%, 
and last year it was 15.4%. “It is our 
intention,” says Kenney, “to beat the 
record 1949 rate of return of 19.2%, 
and to do it soon.” 


ETHICAL DRUGS 


PROFITLESS 





PROGRESS 


Even with sales 14% higher 

than the year before, Pfizer 

actually made less money last 
year. What happened? 


So rar as Brooklyn, N.Y.’s drug- 
making Charles Pfizer & Co.* is 
concerned 1959 was the year the 
mountain labored mightily to bring 
forth a mouse. Pfizer President 
John McKeen succeeded in raising 
volume a solid 14% (to $254 million). 
But all he had to show at year’s end 
for that hefty $31 million in extra 
sales was a paltry $900,000 in extra 
profits. In an industry where every 
$1 of added sales normally produces 
10c or 15c of extra net profits, this 
was discouragingly little to show for 
so valiant a sales effort. 

Worse to Come. Such was the less- 
than-happy tale that President Mc- 
Keen had for his 29,000 stockholders 
last month. But John McKeen was 
putting as good a face as possible on 
things: 1959 had been even less profit- 


*Charles Pfizer & oo Inc. Traded NYSE 


Recent price: 283, 1960-80) : 
2; low, 6. Dividend F860): 
ndica’ 1960 


payout: 80c. Earnings 
aus (1959) : $1.51. Total assets: $241.5 tnil- 
lion. Ticker symbol: PFE. 


PFIZER’S McKEEN: 
feeling a squeeze 


able than the bare figures indicated. 

Even that paltry $900,000 gain was 
more apparent than real. Some $400,- 
000 of it had come from a change in 
Pfizer’s methods of depreciating 
equipment, machinery and furnish- 
ings. The new bookkeeping system 
stretched out their estimated useful 
life, thus lowered depreciation write- 
offs. Additionally, Pfizer’s federal 
tax accruals were less than half those 
of 1958; the company’s total tax bill 
for the year fell $2.6 million. 

The $3 million thus saved was all 
that prevented Pfizer’s net from sag- 


ging sharply in 1959. Its operating | 
compared | 


profit was $40.3 million, 
with $40.4 million in 1958. If last 
year’s tax bills and method of de- 
preciation had equaled 1958's, net 
income would barely have topped 
$21.9 million, or $1.34 a share, in- 


stead of the $1.51 actually reported. | Z 
Pfizer’s profit margins had shrunk to | 77 
14% (pre-tax) against 16.6% in 1958. | @& 


Price Woes. What had happened? 
McKeen’s explanation was 
Said he: “We were hit by lower prices 
for penicillin, streptomycin, the cor- 
ticoids and bulk vitamins and a de- 
cline in the purchase of broad-spec- 
trum antibiotics by U.S. government 
agencies.” Coupled with a $2.6-mil- 
lion rise in Pfizer’s research expendi- 
tures, this price-trimming had played 
havoc with the company’s once lush 
profit margins. 

John McKeen was by no means the 
only drugman to feel the squeeze. 
Such other leading firms as Abbott, 
Eli Lilly and Schering were simul- 
taneously reporting either lower or 
little improved profits on higher vol- 
ume. Since the basic conditions which 
have produced these problems show 
no sign of changing, the prospect 
was for more of the same in 1960. 


frank. 





CLARK 


EQUIPMENT 


Mobility 


A ton more 
payload than 
usually hauled 


Savings like this are a Clark 
specialty ...a specialty which 
through lighter vehicle weight, 
more speed, and better utilization 
of space helps industry everywhere 
cut material handling costs. There 
are other cost-savings in mobility 
too. We’ll be glad to tell you 
about them. 





Clark Equipment Company 
Buchanan, Michigan 


Truck-Trailer « Construction « 
Material Handling Equipment 
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of new metals and ac ag establishes Allegheny Ludlum as a leader 
among steel com a. to wing architectural uses for stainless 
steel are highlighted ~~? rh cover cor af the 1959 Annual Report. It 
shows the stainless and window frames of the newest and 
largest building of a 2 Ludlum’s Research Center. The ex- 
panded and centralized Center itself is shown in the inset of the 
Annual Report cover; its a to Allegheny Ludlum’s growth 
and future is discussed in the Report. 


gr in Brief 1959 1958 
$232,559,479  $202,572,808 
11,290,664 5,844,803 


Nos $2.92 $1.52 
Dividends per Common Share... .. $2.00 . $2.00 
Working Capital at December 31. 77,698,897 62,706,425 


: “hte 109,173,541 105,268,370 

Capital Expenditures............ 5,508,000 4,454,000 
Number of ~: serne, at 

Dece 18,944 19,678 


3,869,654 3,856,008 
Write a your free copy of the 1959 Annual Report 
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ALUMINUM 


OPTICAL 
ILLUSIONS 


In that spate of news last 
month of new productive ac- 
tivity by the aluminum in- 
dustry, the thoughtful reader 
found less than met the eye. 


ANY ALERT reader, consulting his daily 
newspaper last month, would have 
concluded that the U.S.’ aluminum 
producers were abustle with new 
business. Within a week, both Alcoa 
and Reynolds were reported to be 
putting new potlines into operation. 
Anaconda went on record as expect- 
ing to boost its output from its present 
87.5% of capacity to 100% by mid- 
summer. Meanwhile with less fanfare, 
Kaiser Aluminum had already fired 
up an additional potline of its own. 

Seeming & Reality. Pieced together, 
it might have seemed good evidence 
of a pickup in aluminum, an industry 
by now well accustomed to the ways 
of glut. Yet seeming is not always a 
sure gauge of reality. Confessed 
an Alcoa spokesman when pressed: 
“There has been no upsurge in de- 
mand.” Said his Kaiser counterpart: 
“We are simply putting back capacity 
idled by the steel strike.” 

To be sure, the aluminum producers 
were still expecting the same gentle 
increases in sales they had foreseen 
in January. Their guesses still ranged 
from gains of 7% to 15%. At Alcoa, 
the U.S.’ biggest producer, the official 
outlook was unchanged: “The com- 
pany,” Alcoa men reiterated, “pres- 
ently foresees second-quarter earn- 
ings improving over those for both 
the first quarter and the same period 
of 1959.” President Frank Magee’s 
own estimate is for a 10% rise in 
1960 shipments beyond 1959’s. Allow- 
ing for some variance in degree, his 
confreres in the industry also were 
looking for a modest sales rise. 

Doing nothing to dispel the mists of 
illusion produced by last month’s 
misleading news were such state- 
ments of large vague hopes as that 
produced by Alcoa Vice President 
Lewis P. Favorite. Harking to the na- 
tion’s ultimate need for still more 
primary aluminum capacity, he cryp- 
tically added that it could come “pos- 
sibly sooner than is realized.” 

Sensible Reaction. In this muddle of 
misleading fact and opinion, the best 
marks for sensible comportment de- 
servedly went to skeptical investors 
themselves. Unbeguiled by the in- 
dustry’s mismanaged news breaks, 
they allowed aluminum stocks to 
trade at their 1959-60 lows. 
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PAPER 


BACK IN FORM 


Pressure on its profit marg- 
ins, says Kimberly-Clark, has 
at last “definitely eased.” So 
now it is being beguiled by 
some lovely prospects. 


“We FEEL as though we have a new 
lease on life.” So saying last month, 
courtly John R. Kimberly, 57, board 
chairman of Kimberly-Clark Corp.,* 
presented a remarkably chipper ap- 
pearance for a papermaker. While 
other papermen were dolefully ob- 
sessed with industry overcapacity 
and stubbornly resistant prices, Jack 
Kimberly was happily counting his 
blessings. “You must not think,” 
said he, “that everybody in the paper 
industry is quite alike. Consumer 
products like ours just aren’t affected 
by the wide fluctuations in demand 
that beset the other parts of the 
business.” 

Past History. Such jaunty ebullience 
is new to Jack Kimberly. Until this 
fiscal year (ending April 30), Kim- 
berly-Clark had been experiencing 
one of the most distressing things that 
can happen to an otherwise lively 
company: steadily slipping profit 
margins. In fiscal 1955, Kimberly- | 
Clark had earned nearly 9c on each 
doliar of sales. But by fiscal 1959, it 
earned barely more than 7c. To 
compound Kimberly’s distress, un- 
kindly security analysts kept rub- 
bing it in that Scott Paper, his biggest | 
competitor in consumer products, 
consistently showed a wider return. 

But by last month Kimberly was 
feeling his oats. “All this,” said he, 
“is past history.” This fiscal year, he 
estimates, earnings should be up an 
encouraging 16% (to about $3.50 per 
share) on a 10% rise in sales to about 
$405 million. That would boost Kim- 
bery-Clark’s net margin to better 
than 7.5c on the dollar. 

This however, adds Kimberly, is 
just the beginning. If next year is 
“normally good,” he predicts, Kim- 
berly-Clark’s net margin should rise 
to 8%, boosting earnings to about 
$3.90 a share. 

Lifting Loads. On what does Jack 
Kimberly base his newfound opti- 
mism? For one thing, says he, the 
price structures in both his major 
lines—sanitary wadding and tissues 
(about 60% of sales) and publication 

*Kimberly-Clark Corp. Traded NYSE. Re- | 
cent price: 68. Price range (1959-60) : h, | 
74%; low, 59. Dividend (fiscal 1959): Sail 
Indicated fiscal 1960 payout: tase 2% | 
stock. Earnings per share (fiscal 1959) : $3.01. 
By assets: 8 million. Ticker symbol: 


ForBeEs, APrit 1, 1960 


and writing papers (about 27%) are 
likely to remain profitably stable. 
“While there may be some price 
easing in tissues,’ concedes he, “it 
won't be serious. And there just 
isn’t the kind of overcapacity in 
magazine papers that could cause a 
squeeze on profits.” 

Equally important, Kimberly ex- 
pects to get several big loads off his 
back. One is the high cost of intro- 
ducing such new products as Kleenex 
paper towels and table napkins. 
“These new products,” he says, “are 
now coming of age. While our pro- 
motion and sales costs won’t dimin- 
ish, our volume is rising rapidly. 
For instance, Kleenex towel sales 
more than doubled in fiscal 1960. 
That will continue, and it will help a 
lot to carry the freight.” 

Missionary Work. With more than 
60% of the U.S. sanitary napkin mar- 
ket (e.g., Kotex, Tampons) and 50% 
of the cleansing tissue market (e.g., 
Kleenex, Delsey) already in Kim- 
berly-Clark’s pocket, Jack Kimberly 
expects the rise in demand for both 
items to keep his company’s sales 
healthy. Affirms he: “We are going 
to fight to keep our market share.” 
Yet he believes that the potential 
rate of growth abroad, particularly in 
Europe, will be tremendously greater. 


Says he: “The markets for wadding 
and tissue there are virtually un- 
touched.” 

So Kimberly expects to be doing a 
lot of missionary work abroad in 
coming years. “We already have 
wadding and tissue facilities in Eng- 
land, West Germany and France,” he 
notes. “But it will take ebout five 
years and a potful of money to edu- 
cate consumers to use these products 
anything like we do here.” 

Within those five years, Kimberly 
expects his overseas volume (includ- 
ing Canada and Mexico)—now around 
$50 million—to rise to perhaps $75 
million. “Profits,” he adds happily, 
“are considerably better abroad than 
on our domestic business.” 

Lovely Thoughts. For the longer 
term, Kimberly also professes to see 
big things ahead for non-woven pa- 
per textiles. “Our venture with J.P. 
Stevens,” he observes, “is now well 
under way, and we have already 
shown that these non-woven cloths 
are very good for disposable bed 
linen and clothing. Just picture 
whole armies clad in disposable uni- 
forms, entire hospitals stocked with 
disposable bed sheets—all of them 
made from Kimberly-Stevens cloth! 
This won’t happen tomorrow. But 
it’s a lovely thought, isn’t it?” 
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A FIVE-YEAR VIEW OF SIMPLICITY’S PROGRESS 


1955 1956 
$16,481,389 
2,303, 469 
1,265,000 
1,038, 469 
551,822 


Earnings from operations 
U. S. and foreign income taxes 


$ 7,187,054 
1,600,661 
5,586,383 
6,315,271 


$1.41 
JAS 
8.58 


1957 
$17,482,413 
2,115,253 
1,415,000 
1,300,253 
589,140 


$ 6,282,003 
1,700,165 
6,581,635 
1,031,634 


$1.16 
80 
9.4 


\ Simplicity Pattern 


200 MADISON AVENUE, NEW YORK 16, NEW YORK 


1958 
$18,238,315 
2,996,792 
1,573,000 
1,423, 782 
2,271 


1959 
$19,199,758 
3,323,939 
1,123,000 
1,600,939 
703,714 


$ 9,160,643 
1,768,583 
1,382,050 
1,778 896 


$11,542,447 
2,255,467 
9,286,980 
8,623,362 


$1.91 $2.14 
1.00 1.6 
10.45 144 


Co. Inc. 
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BRANDED GOODS 


SHARPER 
THAN EVER 


Helped by a new switch on 

an old product, Gillette is 

ringing up record profits so 
far this year. 





For a substantial and highly respect- 
able Boston firm which counts at least 
one Morgan Guaranty Trust director 
on its board, The Gillette Co.* is re- 
markably alive and enterprising. In 
1948, when it had gone about as 
far as it thought it could in razor 
blades for a while, Gillette branched 
out into home permanent waves 
(Toni), then went into ballpoint pens 
(Paper Mate) and has lately taken 
on, among other things, a deodorant 
and a line of cough medicines and 
cold capsules. A small company prior 
to World War II ($18-million sales), 
Gillette has grown by leaps and 
bounds, last year rang up a healthy 
$209.3 million in sales and $31.2 million 
in earnings—which represented an 
amazing 36% return on its stock- 
holders’ equity. 

The secret of Gillette’s success was 
its ability to come up with additional 
products which could be handled by 
its sales force, whose foot is planted 
firmly in the door of just about every 
drugstore and cigar store in the 
country. 

Last year President Boone Gross 
reached into Gillette’s bag of tricks 
and came up, not with a new prod- 
uct, but with a new switch on an old 
standby: a new Super Blue Blade 
(“guaranteed to give you the smooth- 

*Gillette Co., The Traded NYSE. Recent 

rice: 6944. Price range (1959-60) : high, 7344: 
ow, 44%. Dividend LUE $2.50. Indicated 
1960 payout : $2.875. Earni r share (1959) : 


ngs 
$3.34. Total assets: $106.9 million. Ticker sym- 
bol: GS. 


GILLETTE’S GROSS: 
a new switch on an old standby 
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est, most satisfactory shave you have 
ever had”). Because Gillette claims 
its new blade shaves closer and lasts 
longer than conventional blades, it 
has been able to sell it at a premium 
price—69c for a package of ten as 
against 49c for the old Blue Blades. 

Far from running into price re- 
sistance, Gross told Gillette’s annual 
meeting last month, the company is 
having trouble supplying retailers 
with all the “super blades” they want. 
Partly as a result of the new blade’s 
success, Gillette this year would turn 
in the best first quarter in its history, 
with net earnings of about 85c a share 
—12c better than last year’s. 


When it comes to selling their 
wares, Gillette’s salesmen are every 
inch the enterprising salesmen. But 
when it comes to discussing corpo- 
rate affairs, President Boone Gross is 
very much the proper Bostonian. 
Would the earnings pickup continue 
throughout the year, Gross was asked. 
“Indications,” said he cautiously, 
“point to results for the year com- 
paring very favorably with 1959.” 
Just how favorable, Gross would not 
say. But conceded he, Gillette was 
planning a “multimillion-dollar” ex- 
pansion of its production facilities to 
keep up with public demand for its 
new blades. 











Highlights of a 


range expansion program. 


Net Earnings after taxes 
dividends ) 
Dividends per share of 


Working Capital at Dec. 31 
Stockholders’ equity per 











share of common stock 
Net tons of ingots produced 
Ingot production as % of 


Net tons of steel shipped 


For complete details on Alan 
Wood’s record year, write the 
Treasurer for your copy of our 


Annual Report for 1959. 


RECORD YEAR FOR 
ALAN WOOD STEEL COMPANY 


Net sales and operating revenues during 1959 were the 
highest in Alan Wood’s 133-year history. Also noteworthy 
in 1959 was the completion of financing arrangements to 
cover expenditures of more than $30,000,000 for new bloom- 
ing and plate mills—another step in the company’s long- 


RESULTS AT A GLANCE 


Net sales and operating revenue . . 


Earnings per share of Common 
Stock (after Preferred Stock 


ALAN WOOD STEEL COMPANY 


Conshohocken, Pa. 
Steel producers with tomorrow in mind 


1959 1958 


. $81,074,000 $54,163,000 
2,109,000 


























STEEL 


RECORDS AHEAD 


Reports of a steel slowdown 
notwithstanding, Jones & 
Laughlin has a record first 
quarter in the bag and is tak- 
ing aim on a record year. 


WHEN IT comes to setting production 
records, steelmen say there is nothing 
like the month of March. Provided, 
that is, that the business is there. The 
reason is simple: it has 31 days and 
not a single one of them is a holiday. 
For Jones & Laughlin Steel Corp.* 
the business was there, all right, but 
breaking records last month was prov- 
ing to be tough indeed. 

For one thing, the weather had 
been impossible, day after day of 
traffic-snarling snow and ice. Then, 
in mid-month, No. 5 blast furnace at 
J&L’s Aliquippa Works “broke out.” 
Molten metal wore through the fur- 
nace brick and blew a hole in the side 
of the furnace itself, thereby knock- 
ing out for 50-60 days 8% of J&L’s 


*Jones & Laughlin Steel Corp. Traded 


NYSE. wg SF price: 674%. Price range (1959- 
60): high, low, Dividend (1959) : 
$2.50. Iedicated’ 1960 ae $2.50. Earnin 3 
per share 11959) ae assets: $812. 
million, Ticker sym 


pig-iron capacity at a single stroke. 

Bucking the Trend. As far as Chair- 
man Avery C. Adams was concerned, 
however, all that was just part of the 
game. And March was not going to 
be a disaster. “Sales, shipments and 
net income for the first quarter of this 
year,” said he, “will exceed those 
records reported for the first quarter 
of 1959.” Reason: full-blast opera- 
tions in January and February. 
Adams strongly indicated that he had 
high hopes that 1960 as a whole will 
be a record year on all counts, sur- 
passing 1957 in sales ($837.6 million) 
and 1955 in earnings ($7.73 per share). 

Whether it can be will depend 
largely on how well J&L does through 
the first half, since Adams shares the 
industry-wide feeling that operating 
rates are bound to go down substan- 
tially in the second half. 

In any case, J&L was off to a flying 
start. For the industry as a whole, 
operating rates have already started 
to turn slowly but surely down from 
peak levels. But J&L has been pick- 
ing up speed as the year rolled along. 
In January it operated its steelmaking 
furnaces at 100% of capacity. In Feb- 
ruary the rate actually hit 103%. 
And well into March J&L was, as 
Vice President Herbert Johnson put 
it, “still running every piece of 


equipment we own at capacity.” The 
loss of some pig-iron capacity, he 
noted, could be made up for in part 
through heavier use of scrap. 

Gigantic Payoff. Obviously the vast 
sums J&L had lavished on moderniz- 
ing its facilities ($683 million in ten 
years) was paying off. J&L’s loading 
docks continued to ship steel as fast 
as transport could take it away. 

No one at J&L, of course, expected 
the frantic pace to go on much longer. 
But Adams himself has said that he 
might be able to keep it up long 
enough to wind up 1960 with an 
average operating rate of 85%. Pro- 
viding, of course, that the steel out- 
look doesn’t take a turn for the worse. 
Keeping such a pace would mean 
pouring something like 6.8 million 
tons of steel (previous best: 6.2 mil- 
lion tons in 1955), far more than 
enough to give Adams the record 
year he’s looking for. 

- * e 

Another company looking for rec- 
ords is Chicago-based Inland Steel 
Co. Last month Chairman Joseph L. 
Block said sales for 1960 could ap- 
proach $900 million, 17% above the 
$764 million record in 1957. That 
was also the year Inland’s per-share 
net hit a record $3.45. But Block 
wouldn’t give an earnings forecast. 





“THE GREATEST RESOURCE 7-\ Siig 

OF ANY REGION Is ITS{/™ 
HUMAN RESOURCE. OUR {J 
AREA POSSESSES A LARGE, AL 
AND VERSATILE WORK FORCE.” 


This quotation, from Detroit 
Edison’s Annual Report for 1959, 
sums up Michigan’s present 
economic leadership and points the 
way toward even greater pioneering 
in research, scientific development 
and utilization of skills for a promis- 
ing future. It highlights, too, 
Detroit Edison’s endeavors to bring 
greater opportunities to the people 
and communities it serves in South- 
eastern Michigan. 

The Annual Report also outlines 
many other phases of Detroit 
Edison’s continuing record of 
service to its million and a quarter 
customers. For example, total in- 
vestment in the service area is over 
$1.1 billion and its electrical gener- 


ating capacity has grown to 3% 
million kilowatts. 


Partners in this electric enterprise 
are nearly 106,000 Detroit Edison 
shareholders—70% of them in 
Michigan—who received dividends 
at the rate of $2.00 per share in 
1959, and the Company employes, 
who again achieved outstanding 
leadership in electric industry 
operations. 


The people in Michigan look to the 
future with confidence. Detroit 
Edison will continue to provide 
them with versatile electric energy 
and industrial leadership to better 
use both natural and human re- 
sources. 


For a copy of the 1959 Annual Report write the Treasurer 
THE DETROIT EDISON COMPANY 
An Investor-Owned Business 
DETROIT 26, MICHIGAN 
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Oct. Nev. Dec. Jan. Feb. 


(Prelim.) 
167.0 
121.0 
100.0 
127.9 
171.5 
137.5 


154.0 
118.9 
101.0 
132.8 
164.1 
134.2 


156.0 
119.3 
100.0 
132.5 
167.1 
135.0 


165.0 
120.4 
101.5 
136.2 
160.3 
136.7 


168.0 
120.9 
101.0 
133.3 
165.3 
137.7 





THE MARKET OUTLOOK 


by SIDNEY B. LURIE 


The Big Change 


Tuts 1s still an era of big changes, of 
corporate success stories, of great 
technological and scientific improve- 
ment. 

The change is most evident in the 
enormous success being enjoyed by 
the compact cars which have ac- 
counted for about 24% of the auto- 
mobile industry’s production this 
model year. It’s less evident, but no 
less important, in the building indus- 
try where apartment house construc- 
tion (which in the 1920s accounted 
for one third or more of total housing 
against 20% last year) now is trend- 
ing up sharply. It may later become 
evident in the television industry 
where pay TV could provide a sub- 
stantial stimulus to set demand. 

To the security owner, the change 
has been brutally evidenced via the 
bear market in price-times-earnings 
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ratios, via the fact 

that enough time 

has passed to in- 

dicate that this 

will be an era 

which may later 

be labeled “The 

Sensible Sixties.” 

More about this at another time for 
the important question today is quite 
simple: Does the market have any 
hidden “plusses,” any secret weapons 
so to speak, which can reverse the 
tide of speculative disillusionment? It 
does, although it must be noted that 
they exist on negatively reassuring 
rather than positively stimulating 
fronts. 

For example, while the economy has 
“plateaued,” there are many individ- 
ually exciting developments. Case in 
point: Georgia-Pacific Corp.—a com- 


pany whose raw material reserves 
may be “worth” three or four times 
the current $47 price, a company 
which has upgraded its sales dollar 
and expanded its earnings base—is in 
a dynamic growth phase. This year’s 
earnings may reach $3.50 per share 
as compared with $2.66 per share in 
1959, and more is in prospect in 1961 
when several important developments 
should reach the pay point. “Cash” 
earnings may be over $9 per share 
this year as compared with roughly 
$7 in 1959. 

In like vein of thought, Eaton Mfg., 
around 38, a company which obtains 
47% of its volume from the truck 
field and 26% from passenger cars, 
appears to be an interesting specula- 
tion. This is so because the big news 
of 1960 also revolves around an excel- 
lent demand for heavy duty trucks 
which this year will account for about 
28% of the total market as against 
25% in 1959. Total truck production 
should be about 10% ahead of last 
year’s 1.1 million units. 

Eaton’s 1960 sales may be at least 
10% higher than last year’s and earn- 


41 











Look At The Record 


THE SENSITIVE INDEX, our pivotal study, pointed out for months that 
the market was under important selling, and that after the top of August 
3, 1959, the important movements were DOWNWARDS. But market 
action was indeed deceitful. Many expected unusual advances to follow. 
It was very difficult to penetrate the bullish enthusiasm, and convince 


our subscribers that the trend had turned down. 


We had to qive vital and immediate 
proof of the value of our studies. Our Psy- 
chological Cycle helped us in dates of 
turn, our RESISTANCE POINTS gave us 
the levels of turn, THE EXHAUSTION 
STUDY indicated a V formation from the 
September 1959 low, which meant the 
market would rally to the August 3 top. 
though the long trend was DOWN. And 
our STOCK SELECTOR pointed to the 
two stocks for the greatest advance: 
AMERICAN MOTORS and STUDEBAKER. 


The sharp advance of January 4, was 
predicted to be false, and the decline 
that followed was called the beginning of 
an important down force, to continue until 
it is checked by our studies. 


It isn't polite to say, “I told you so.” Our 
studies speak sufficiently. Arrogance is 


blinding, and prevents further discovery. 
But our ge of decli was so un- 
pleasant, that we lost many friends when 
we said on December 19, 1959, “Depend- 
able and fundamental factors point to 
this important conclusion: THE MARKET 
iS GETTING READY FOR AN IMPOR- 
TANT DECLINE.” 





We are not Chronic Bears. We believe 
the analyst who aspires for the Truth should 
be neither Bull, nor Bear, nor Hog. He 
must be free from outside influences, free 
from prejudiced and fixed opinions, and 
follow ONLY his studies in the Present. 
For example on June 10, 1949 we said: 
“The S. |. shows we are at bottom levels.” 
On September 18, 1953, “In our mathe- 
matical calculations the S. |. Buy Signal is 
completed." 


Here are some excerpts from our bulletins. Dates given 
are the days each bulletin was mailed. 


January 8, 1959: 
trend remains up." 


July 31, 1959: (Ind. 673.37) “At this 
time it is important that we become more 
and more long trend conscious for, ac- 
cording to our studies, the market is pre- 
poring for a major reversal.” 


September 18, 1959: "If the market fails 
to rally today, then the 614 is the only 
point of reversal." (The market reversed 
on September 22, from a low of 613.30!) 


September 25, 1959: “The present market 
movement in the D. J. Industrials sug- 
gests a V formation. The Stock Selector 
is applicable. . . . The two top selections 
are American Motors and Studebaker- 
Packard." 


November 27, 1959: “The next Psycho- 
legical Cycle is January 4, 1960." 


December 4, 1959: "Next Resistance 
Point (in the D. J. Industrials) is 686." 


(Ind. 588.14) “The 


D ber 29, Special Bulletin: “A sharp 
advance is possible on January 4 to es- 
tablish the Psychological Cycle. Such ad- 
vance is expected to bring prices higher, 
but below 686 in the D. J. Industrials.” 








Psychological Cycle is the study we use 
that reverses public sentiment. The Indus- 
trials advanced on that date to 688.2! 
and closed lower. 


January 5, 1960: (Ind. 685.47) “The Psy- 
chological Cycle is confirmed. This means 
that prices will not go higher before de- 
clining substantially.” 


January 29, 1960: “Only mild advances 
may be expected. MISS AGORA (market) 
'S tL." 


We do not claim to be infallible, but 
do believe you will find these studies 
very valuable, especially in the next 
buy signal which may take place 
within the next few weeks. 


SPECIAL OFFER: Send $5.00 for five weeks’, or $10.00 for three months’ 
trial subscription. You will also receive: Our BOOKLET explaining the 
value of the Sensitive Index and other studies, our ANNUAL FORECAST 
for 1960. We send NO SAMPLE BULLETINS. Our recent offer of $1.00 
for three weeks is VOID. Send for your trial subscription AT ONCE. 
You may not see our advertisement again for some time. We do not 


believe in unlimited subscribers. 


STEPHEN GARGILIS FINANCIAL SERVICE 


Dept. F., 30 Huntington Ave., Boston 16, Mass. 








| 
| 
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ings should be around $4.25 per share 
as compared with $3.60 in 1959. The 
$1.90 dividend may be increased. Inci- 
dentally, the company’s new auto- 
matic shift, the only one that can be 
used on the compact cars and have 
the efficiency of the standard shift, 
ultimately could mean substantial ad- 


| tional volume. The Eaton transmis- 


| sion 


is lower priced than today’s 
automatic transmissions, it gives im- 
proved performance and economy, has 


| no “creep,” is not affected by cold 


| made for an 


weather. This could be an important 

plus. 
Similarly, a strong case can be 

interest in American 


Broadcasting-Paramount, around 29. 


a company whose earnings could ex- 


| ceed $2.50 per share this year as com- 
| pared with roughly $1.85 in 1959. For 


one thing, the network now is capi- 


| talizing on the marked improvement 


in its competitive position during the 
past five years. The importance to net 
income in the fact that the ABC net- 


| work now is a close contender for first 


place position in audience share of the 
market cannot be overlooked since 
ABC rates eventually will increase in 
line with improvements in its circula- 
tion. Secondly, the theater division, 


| which in itself about covers the cur- 


rent $1 annual dividend rate, is an 
obvious beneficiary of the probable 
major turn for the better in the 
nation’s movie-going habit. Teen- 
agers are the fastest growing segment 


| of our population and teen-agers are 


the most avid movie-goers. Inciden- 

tally, the theater division provides an 

excellent cash throw-off. 
Greyhound, a stock suggested for 


| purchase by this column at lower 
| levels last year, is still an interesting 


speculation at around 20. This year’s 
earnings should be in the $2 per share 
area as compared with $1.81 last year. 
Another stock dividend may be de- 
clared at annual meeting time in May. 
The big “play” in Greyhound is the 


| fact that a new management is making 
| steady progress in improving oper- 
ating efficiency. Incidentally, earnings 


are understood to be ahead of the 
year-ago level in spite of the very 
poor weather which has hurt traffic in 
different sections of the country. In 
this connection, the poor weather is 
a factor which may have hurt the 
over-all business picture to a much 
greater extent than is generally ap- 
preciated. 

The failure of the economy to de- 
velop in line with the popularly 


| projected year-end pattern can easily 
| be overemphasized. For example, the 
| oil industry now is getting its inven- 


tory house in order and a late but 


| more normal winter will help demand. 


(CoNnTINUED ON PAGE 55) 
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SURPRISING: a group of companies in which we expect 


EARNINGS TO 
DOUBLE THIS YEAR! 


With trouble ahead for “glamour” stocks, here is a 
group of companies—uncovered by new Value Line re- 
search—that are evidently on the verge of a strong 
cyclical advance and whose earnings are expected to 
go up 100% and more THIS YEAR! 


Moreover, further increases of 50% to 100° are 
visualized for the 3- to 5-year pull! 


The nature of this industry is such that its cyclical 
upturn may involve a rise of 100% or more in the 
volume of shipments, in the short space of a year or 
two. Few growth industries, or even individual 
growth companies, offer the prospect of so marked 
and so nearby an improvement in their operations. 
Furthermore, most of these stocks are reasonably 
priced at present, even in relation to current earn- 
ings. And some are even attractive on the basis of 
net asset value alone, with more than a few selling at 
discounts of 40% or more under book value! 


At a time when the luster of many well-known 
growth stocks is growing dim, these neglected issues 
suggest a rare opportunity for the sophisticated in- 
vestor. But, especially in a cyclical group such as this 
one, selectivity is all-important. 


COMPLIMENTARY 


We will therefore send you—without charge under 
the offer below—the comprehensive Value Line Re- 
ports on the individual stocks in this and two other 
industries. All in all, you will receive full-page re- 
ports on 58 stocks, among them: 


Tri-Continental General Amer. Inv. 
Ex-Cell-O 

Alleghany Corp. 
Baldwin-Lima-Hamilton 


Bucyrus-Erie 


Mission Development 
Blaw-Knox 

Lehman Corp. 

Atlas Corp. 
Continental Motors 
Babcock & Wilcox 
Starrett (L. 8.) 
Torrington Co. 


Caterpillar Tractor 

Mergenthaler Linotype 

U.S. Industries 

Adams Express 

Amer. Machine & Foun- 
dry 

Transamerica 

Black & Decker 

Ingersoll-Rand 

Bliss (E. W.) 

Carborundum 


United Engineering 
Yale & Towne 
Worthington 
Madison Fund 
Warner & Swasey 
Foster Wheeler 


Moreover, in view of what has just taken place in 
the general market, you will also receive a compli- 
mentary copy of Value Line’s new summary-guide 
showing which of the 850 stocks under continuing 
analysis have now reached under-priced levels. For 
each stock you will have Value Line’s specific ap- 


praisals for (a) the next 12 MONTHS, and (b) the 
next 3 to 5 YEARS, including: 


e Rating of Intrinsic Value 

e Rank for Probable Market Performance in the 
Next 12 Months 

e Rank for 3- to 5-Year Appreciation Potentiality 

e Yield Based on Next 12 Months’ Dividend 
Estimates 


All these Reports will be sent to you without 
charge in conjunction with Value Line’s Guest Sub- 
scription offer which, for only $5 (half the regular 
rate), brings you the next 4 weeks of complete serv- 
ice, including the following timely analyses, projec- 
tions, and recommendations: 


(1) THE BUSINESS PROSPECT 

(2) STOCK MARKET PROSPECTS 

(3 -* jpcpemaimaatlat ta INVESTMENT POLICY 
NOW 

(4) BEST STOCKS TO BUY OR HOLD NOW, t 
meet specific investment objectives. 

(5) VALUE LINE BUSINESS FORECASTER, 
which shows the composite trend of 7 economic 
series whose turning points have always pre- 
ceded cyclical turns in economic activity. 
FULL PAGE RATINGS & REPORTS ON 260 
ADDITIONAL STOCKS 
A NEW SPECIAL SITUATION ANALYSIS 
AND RECOMMENDATION 
SPECIAL SITUATIONS NOW 
MENDED FOR HOLDING 
SPECIAL SITUATIONS RECOMMENDED 
FOR SALE-—scores of which had doubled and 
tripled in price as the full tally reveals. 
THE SUPERVISED ACCOUNT REPORT 
which gives advance notice of all changes to be 
executed in the future, in a real portfolio 
supervised as a “model” account for the aver- 
age investor. Also gives complete record of 
results to date. 

2 FORTNIGHTLY COMMENTARIES 
WEEKLY SUPPLEMENTS, and 

4 WEEKLY SUMMARY-INDEXES including 
all changes in Rankings and Ratings up to date 
of publication. 


RECOM- 


(In contrast to this $5 offer, the regular rate is $120 annually) 
To take advantage of this Special Offer, fill out and mail coupon below. 


Name 





Address 





City Zone State... 





Send $5 to Dept. FB-150 


(im) THE VALUE LINE 


INVESTMENT SURVEY 


—"pubtiched by ARNOLD BERNHARD ©& Co., In 
Value Line Survey Building, 5 E. 44th St., N. Y. C. 7 
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WHY WALL STREET 
JOURNAL READERS 
LIVE BETTER 


By a Subscriber 


I work in a large city. Over a period 
of time I noticed that men who read 
The Wall Street Journal are better 
dressed, drive better cars, have better 
homes, and eat in better restaurants. 

I said to myself, “Which came first, 
the hen or the egg? Do they read The 
Journal because they have more money, 
or do they have more money because 
they read The Journal?” 

I started asking discreet questions. 
I found that men who are well off have to 
have the information in The Journal. 
And average fellows like me can win 
advancement and increased incomes by 
reading The Journal. 

This story is typical. The Journal is 
a wonderful aid to men making $7,500 
to $25,000 a year. To assure speedy de- 
livery to you anywhere in the U.S., The 
Journal is printed daily in New York, 
Washington, Chicago, Dallas and San 
Francisco. 

The Wall Street Journal has the largest 
staff of writers on business and finance. 
It costs $24 a year, but in order to ac- 
quaint you with The Journal, we make 
this offer: You can get a Trial Subscrip- 
tion for 3 months for $7. Just send this 
ad with check for $7. Or tell us to bill you. 
Address: The Wall Street Journal, 44 
Broad St., New York 4, N. Y. FM 4-1 

















Chart Your Way to Bigger 
Soybean Profits With the 


COMMODEX 
SYSTEM 


of Automatic Trading 
In Commodity Futures 
By Edward B. Gotthelf 


Foreword by 
Llewellyn Watts Jr., President, 
The New York Mercantile Exchange 


Please accept, with our compliments, a new 
kind of soybean chart. It will enable you to 
apply COMMODEX principles graphically . . . 
to pick ‘buy’ and ‘sell’ spots as they develop 
in this fast-moving market. 
THE COMMODEX SYSTEM reduces technical 
factors in the market to a pair of index num- 
bers which can be easily calculated or obtained 
in a daily service. It enables anyone to recog- 
nize trends at a glance and follow them for 
maximum profit. Simple rules help you trade 
with or wi charts. Automatic stops pro- 
tect capital ond profits. 
THE COMMODEX SYSTEM also explains com- 
modity futures in simple terms ... shows how 
to minimize risk and estimate capital needs. 
It covers chart technique, spreads, tax saving 
devices and how to develop a balanced portfolio. 
Send today for 1 inf ti about 
THE COMMODEX SYSTEM . .+fecent trading 
ulletins . . . free ly soybean chart brought 
up to dete by hand. 


COMMODEX 


90 West Broadway, New York 7, BArciay 7-6730 
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MARKET COMMENT 


by L. O. HOOPER 


Acceptable April Aspects 


Tuere’s a better feeling. After lan- 
guishing all winter, retail trade is re- 
sponding to a very late Easter. The 
snow has melted. Potential buyers 
are surrendering to the impulse to 


| purchase automobiles, appliances and 


homes. Stocks have firmed after a 
2% month drag to moderately lower 
prices. During the next three or four 
weeks, many excellent first-quarter 
earnings statements will appear. The 
April aspects are more acceptable to 
the apostles of optimism—and most 
of us prefer to be optimistic. 

The stock market has been blow- 
ing cold. It is now blowing warmer. 
That’s only natural in the spring, 
even if prices go lower later in the 
year. In spite of the market’s better 
tone, it probably will remain a spotty 
affair. 

I continue to suggest “traveling 
lighter.” I’m not enthusiastic enough 
to suggest borrowing money to buy 
or own stocks; and I like the idea of 
holding some cash as a reserve for 
lower prices. In other words, I would 
remain cautious enough to be com- 
fortable in event of further irregu- 
larity. After all, stocks are not on 
the bargain counter. Historically, 
they still are high. During January, 


| February and early March, the de- 
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cline did not liquidate all the excesses 
involved in this generation’s attempt 
to discount eternity. I would not mis- 
take what is possibly only a respite 
for a broad resumption of the rise. 
In the meantime, there always are 
stocks which seem less overvalued 
than others. Among them are some 


| of the building industry issues, espe- 
| cially representative cement, roofing 


and lumber shares. A few are tabu- 


| lated at the bottom of the page. 


Don’t get the idea that 1960 will be 
a “bad” year in the construction in- 


| dustry. Even if new housing starts 


are 10% or 12% under a year ago, 
the non-single dwelling part of the 


| building industry will be quite ac- 


tive—and a 10% or 12% reduction 
from last year is far from depression 
and disaster. Furthermore, the popu- 
lation explosion (of which we have 
heard less lately) is built into the 
future of the residential construction 
business. The kids already have been 
born, and they are growing up. To be 
sure marriages are at a little older 
age level than those during the war 
and immediate postwar periods, but 
they are bound to come. Youngsters 
born in 1940 now are 20; those born 
in 1942 are 18; those born in 1946 
and 1947 (big years for births) are 


13 and 14. There 

may be no hurry 

about buying the 

building industry 

shares, but there’s 

pretty sure to be 

a boom in them 

some time during 

the next two to seven years. The mid- 
dle and late Sixties will be better than 
the first Sixties in the building in- 
dustry. 

Timken Roller Bearing (57) is sell- 
ing for only a little more than ten 
times last year’s profits of $5.60 a 
share, and 1960 earnings should be 
higher than 1959 earnings. Indeed, as 
much as $6.50 a share would hardly 
seem an unreasonable expectation. 
On the basis of precedent, a 60% div- 
idend payout would not be unreason- 
able. The stock has paid dividends 
every year since 1922. The end use 
of Timken’s products is distributed 
over many industries. In fact, Timken’s 
products have a potential market 
wherever friction is a problem. The 
stock, which is down from a high of 
6934, deserves a good quality rating. 

McGraw-Edison (42%) earned $2.69 
a share last year, is beginning to re- 
flect delayed benefits from the ex- 
pansion and mergers of the past few 
years. This company earned $2.96 in 
1956 and $2.83 in 1957. The net of 
$1.84 a share in 1958 was “depressed.” 
An earning power of $3 to $3.50 a 
share this year is entirely possible. 


——_. BUILDING SHARES _____ 
AT A DISCOUNT 


1956-59 
High 
Alpha Portland 47 
Carey (Philip) Mfg. 43% 
Crane Co. 72 
Flintkote 44% 
Georgia-Pacific 57% 


Current 
Price 


Recent 
Low 


32% 34% 
30% 32 

35% 57% 
32% 35% 
40% 48% 


Ideal Cement 39 25 
Lehigh Portland 58 
Lone Star 40% 
Masonite 50% 
National Gypsum 71 


27% 
27% 28 
25% 27% 
31% 32 
514% 56% 


Penn-Dixie 43% 27% 29% 
Pittsburgh Plate 96% 66% 70 
Trane 70 57 
U.S. Gypsum 120 864% 

U.S. Plywood 58% 46 
Weyerhaeuser 48% 38 39 
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McGraw never has operated at a loss, 


and over a period has had a spectacu- | 
lar growth both from within and with- | 


out. The company’s business is well 
diversified over the capita] goods and 


consumption industries, The stock is | 
cheaper, in my opinion, than either | 


Westinghouse or General Electric. 
Electric Autolite (53) is more spec- 
ulative, but the plans of the new man- 
agement to build up a better earning 
power for the stock are impressive. 


Gradually, I expect it to become a | 


less cyclical and more substantial 
company. The recent purchase by 
stockholders of shares through ten- 
ders reduces the capitalization, in- 
creases the already large book value, 
and provides treasury stock to ex- 
change for the shares of other com- 
panies to be acquired. This is a most 
interesting special situation. 


The annual report of Smith Kline & 


French (54%) shows earnings of $1.72 
a share. That’s a rather high price/ 
earnings ratio even though the stock 
is down from 61%. It should be noted 
that this is the type of growth stock 
investors like. That’s because 1) sales 


have increased progressively in each | 
one of the past nine years; 2) per 


share earnings (adjusted for splits) 
have increased in each one of the 


past eight years; 3) research and de- | 


velopment expenses last year were 
9% of sales and by the end of 1960 
will have aggregated $70 million in 
ten years; 4) the company continues 


to concentrate on a relatively small | 
number of profitable products, only | 
56 preparations at the end of last year, | 
and 5) it is the acknowledged leader | 
in the production of psychiatric drugs | 
used in more difficult mental cases. | 


Another drug stock which deserves 
a look at these lower prices is Pfizer 


& Co. (28%) which is down from | 
43%. Senator Kefauver’s investiga- | 
tion probably has done potential | 


stockholders of this company more 
good (in making the stock cheaper) 
than it has done users of the com- 
pany’s products. There are few com- 
panies in the science field that have a 


better growth record over a longer | 


period than Pfizer. Incidentally, the 
“science” stocks representative of the 
drug industry are cheaper, in my 
opinion, than the “science” stocks 


representative of some other indus- | 


tries. It might pay to “buy unpopu- 
larity.” 


There is much interest in the steel | 


shares, most of which have been down 
20% or more recently from their Jan- 
uary highs. As everyone knows, the 
steel industry lately has been pro- 
ducing steel faster than the product 
has been consumed. It has been re- 
plenishing inventories. The rate of 
(CONTINUED ON PAGE 56) 
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Medium Rare 


Whether it’s steak or hamburger, “medium rare” has different 
shades of meaning to different people. 

So no quarrel there. 

But last week we received a letter from a man who said “I don’t 
think anybody should just buy stocks and put them away forever. 
In fact, I believe that you should send them in for analysis about 
once every ten years.” 

So? Lots of quarrel there. 

He’s right of course that you can’t just buy stocks and forget 
them—but a review every ten years? That’s not medium rare in any 
broker’s language—that’s raw. 

Time and again, we've suggested periodic reviews of an investor's 
portfolio. Time and again we've said that once or twice a year is 
about right for the average investor. 

If you haven’t seen such a review for at least six months . . . 

If you'd like to know just how our Research Department feels 
about your current holdings— in the light of your investment objec- 





tives —simply ask. 


There’s no charge, no obligation. Just address your letter to— 


Joserx C. QUINN 


Merrill Lynch, Pierce, Fenner & Smith Inc. 


Members New York Stock Exchange and all other Principal Exchanges 
70 PINE STREET, NEW YORK 5, N. Y. 
130 offices bere and abroad 
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Nake Money 


On Insured Savings In Southern California 


World Savings, strategically located in 
the dynamic heartland of thriving Los 
Angeles County, supplies the booming 
demand for home loans in our nation’s 
leading construction market. Start mak- 
ing More Money on your insured savings 
by air mailing your funds to World Sav- 
ings today. Receive your passbook by 
return air mail. 

Compare these benefits: Each account 
insured to $10,000 by the Federal Sav- 
ings and Loan Insurance Corporation - 
Member of Federal Home Loan Bank 
System - Resources over 50 million dol- 
lars - Dividends Compounded Quarterly 
* Accounts opened by the 10th of any 
month earn from the Ist + Air mail post- 
age paid both ways. 


FREE! ...send now for this 
interesting literature! 


* Why Investors Look To California 
* Consumer's Quarterly Newsletter 
* Business Quarterly Newsletter 


ite 


Air mail fund to 





WORLD 
SAVINGS 


AND LOAN ASSOCIATION 








Mis 
LONG BEACH BLVD. AT IMPERIAL, LYNWOOD 9 





CALIFORNIA 


*in the heart of Los Angeles County * 














How Good Are 


MUTUAL FUNDS? 


Which Have Best Records? 
3 Issues Favored Now 
How 57 leading Mutual Funds 


and Investment Trusts have per- 
formed in the 1959 market advance, as 
well as through the 1949-59 market 
period, is shown in a new Special 
Survey by UNITED Service. This 
timely and unbiased study will help 
you to rate the performance records 
of 57 investment companies, including: 
Cel Energy Mass Invest 
B GenAminv Mass inv Gre 
Hamilten Fds Nat Invest 
Incerp Inv Nat Sec Stk 
Inv Muteal Seudder Stev 
Keystone Select Am Sh 
Inv Stk Fd Tri-Cont 
lavCeAmer United Inc Fd 
Commenw Inv Broad St Inv 


If you own Mutual Funds, or are 
thinking of buying or selling them, 
you should see this revealing Report. 
As a guide to new buying, our Staff 
picks three issues that appear especially 
attractive, based on their past records. 

YOURS FOR ONLY $2 


(By Airmall $2.25) 


Yes, please send me your Special 
Report on Mutual Funds and the next 
six issues of UNITED’s Weekly Re- 
ports. Enclosed is $2 in full payment. 
(This offer open to new readers only.) 

FM-16R 
Name SIPS OMES S8 
Address 
City 


7 Pra ET i 
UNITED BUSINESS SERVICE 
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YOU CAN free itustrates brochure 
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THE masthead over this column reads 
STOCK ANALYSIS. It has been the same, 
| if I remember correctly, ever since I 
| started writing it nearly ten years 
| ago. All through this past decade I 
| have never felt in any way restricted 

by this specific heading, because I like 
| to write about common stocks which 
| seem to me to be a good, and for many 
| people the best, medium for invest- 
} ment. 

Right now, however, and this at- 
| titude has been growing in me for 
| some time, I just do not want aggres- 

sively to recommend the purchase of 
most industrial common stocks. To be 
sure, there will always be exceptions, 
individual stocks of particular merit, 
or specific circumstances of an indi- 
vidual investor who should place a 
certain portion of his funds into 
stocks. But if there are valid reasons 
to believe that the risk on the down- 
side is greater than the probable 
potential appreciation, it is better to 
say so clearly, without pussyfooting 
| or equivocation. 
| Of course, one can straddle the issue 
for a while and avoid calling a spade 
a spade. Faute de mieux one starts 
suggesting the purchase of stocks like 
American Telephone, Procter & Gam- 
ble or Reynolds Tobacco, but readers 
| know that recommendations of this 
type are only a subterfuge to cover up 
| a basically bearish market opinion. So 
| why not be frank and come out and 





STOCK ANALYSIS 


A Sober View of the Stock Market 


by BEINZ H. BIEL 


say so in plain 
English? 

There are many 
things I don’t like 
about the stock 
market at present. 

Some are facts 

thatcan beproven; 

others are sort of intangible which 
one feels in the fingertips, but can’t 
pin down. 

For example, I don’t like the way 
the market has been going down so 
far this year. It was such orderly, 
deliberate, consistent selling. There 
was nothing “emotional” about it, 
not even when the Dow Theory gave 
an unqualified sell signal. This seemed 
to be “sophisticated,” professional 
selling by investors who can afford to 
take their time and who are not try- 
ing to squeeze the last eighth out of 
a stock. 

Also significant was the failure of 
some recent important stock offer- 
ings like Alcoa and Campbell Soup. 
A market that is unreceptive to stocks 
of such unquestionable institutional 
quality is suspect, to say the least. 

The Toms, Dicks and Harrys of the 
stock market are still very much “in 
the game.” This is shown not only by 
the odd lot figures, but also by the 
eagerness to snap up “bargains” 
whenever a rally seems to be in the 
making. Strangely enough, the re- 
porting tape has been late on the up- 
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| 





425 INDUSTRIALS 


SIVINLSNONI 


Forses, aprit 1, 1960 








side rather than on declines. There 

has indicati real sell- 

ing ae > indication oF & 4 These shares have not been and are not being offered to the public. 

Even aainie disturbing is the evi- | This advertisement appears only as a matter of record. 

dence that this has become increas- | 
ingly a “suckers’ market.” Hardly | aed 3 ‘ 
any of the speculators sitting in | NEW_ISSUE March 4, 1960 
brokerage house boardrooms had ever 
heard of Natus Corp., a corporate shell 
of recent origin with nothing but some 
$17 a share in cash and receivables | 

and the intention to use this money 600,000 Shares 
for some attractive acquisitions. A | 
promotion of highly questionable | 


origin succeeded in enticing buyers || (Consolidated Edison Company 


to bid up the price of this stock by | 
50% within a couple of days, creat- 

ing a trading volume for this obscure of New York, Inc. 
stock of 638,700 shares, 57% of the | 
company’s capitalization, in one sin- 
gle week. When this sort of rinkidink 
can go on while prime quality stocks 
are being liquidated with determina- : ay y . 
don ta eedlasibanel haveaiann © alae Cumulative Preferred Stock, 534% Series A 
not help feeling distinctly uncomfort- 
able. There are other signs which 
seem ominous to me, such as the al- 
most blind and indiscriminate infatu- | 
ation with certain types of “growth” 
stocks or new fads like boating. 

But, perhaps some readers regard 
these “technical” considerations as | 
hogwash. They may ask for more 
fundamental reasons why the stock 
market might be going down rather 
than up. To them it seems incon- 
gruous to be bearish in the face of 
forecasts, which are not disputed, that 
the American economy will establish 
a long string of new records this 
year—gross national product, indus- 
trial production, capital expenditures 
by industry, employment, personal | si ~ 
nSSEN, OA, ae, I GR Shane wee The First Boston Corporation 
derful things likely to happen, how 
— Ce ioral pa especially hin stment Gens’ YORK BOSTON PITTSBURGH CHICAGO 

Well, we all agree that 1960 will be | Securities eee PHILADELPHIA SAN FRANCISCO CLEVELAND 
a peak year. But what comes after ' 
the peak? Much has been written | 
about the Golden Sixties and how 
prosperous we will all be in 1970, but 
what about 1961 or 1962? 

Let us keep in mind that the stock | 
market has not been suffering from | 
an overdose of restraint. At its re- CONSOLIDATED NATIONAL 
cent peak it topped the 1957 high by NATURAL GAS INVESTORS 
more than 30%, and there has been | COMPANY CORPORATION 
no corresponding increase in corpo- 
rate profits or dividends or in any | 
other significant index of economic 
well-being. Even now the DJ indus- | 
trial average is still some 90 points 
above its 1957 high. 

It is a natural trait to be confident | 
and optimistic, but such a praise- | payable May 16, 1960 to stock- Rosy: 
worthy attitude should be tempered | holders of record at the close of 6CENTS A SHARE. 

| 
| 


($100 par value per share) 


Certain institutional investors have entered into com- 
mitments to purchase the above shares subject to the 
terms and conditions set forth in the Purchase Agree- 
ments. This financing was arranged by the undersigned. 









































iets Ge ie. ¥. A Growth Stock Mutual Fund 


Divipenp No. 49 7 : 
Tux BOARD OF DIRECTORS 
has this day declared a regular 
quarterly dividend of Fifty-Five 


Cents (55¢) per share on the dividend 
capital stock of the Company, | 


: business A, 15, 1960. 
by realism. Growth and prosperity wre Bemaan, Secretary Payable March 31, 1960 
are not creations of politicians or ad- 


Record Date March 9, 1960 
vertising agencies; they must be 
(CONTINUED ON PAGE 54) 








March 16, 1960 
66 Broadway. New York 6, N.Y 
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Wile for 


NEW BOOK explaining: 


INDUSTRIAL 
OPPORTUNITIES 


Treasure Chest Land 


the UTAH, IDAHO, 
COLORADO, WYO- MEINE, 
POWER 


MING area so rich 
in natural resources. 
Wie tor ee COPY 
Box 899, Dept. N F f) 
Salt Lake City 10, Uteh . 
Inquiries held in strict confidence. 


~ INVEST 
IN THE WEST 


earn more on your savings 

















Save by postage-free mail service 
with Southernmost California's 
largest insured saving and loan 
association . . . Home Federal 


—— assets of more than 
00 000. 


CURRENT RATE 


+. 
PER ANNUM 2 


Earnings Paid FOUR Times a Year 


e Each account insured to 
$10,000 by the Federal Sav- 
ings & Loan Insurance Cor- 
poration 

¢ Savings placed by the 10th 
earn from the Ist of the same 
month 


Assets Over f 
$200 Million 


[ em } 


FEDERAL SAVINGS 


& LOAN ASSOCIATION OF SAN DIEGO 
Broadway at 7th Ave. « Ph. BE 4-3211 


P.O. Box 2070 * Dept. F 
San Diego, Calif. 


Please send Statement of Condition 
and “FACTS” Folder. 


NAME 
ADORESS. 

















INVESTMENT POINTERS 


Take It Easy 


Since last September, this column 
has been most cautious and has gen- 
erally not encouraged buying com- 
mon stocks, particularly where prices 
were high and yields were low. In- 
stead, there have been repeated 
recommendations of short-term U.S. 
government bonds, high-grade cor- 
porate bonds, leading preferred 
stocks, utility and bank stocks, and 
high-grade commons, where the 
yields were satisfactory, and where 
the earnings outlook appeared favor- 
able. Readers will recall the follow- 
ing comments made in this column: 


Sept. 15, 1959 issue 

ie . I frankly believe that many 
of the so-called growth and glam- 
our stocks have ‘had it’ for quite 
some time, and I suggest that 
should these stocks rally, as they 
probably will, readers do some 
profit-taking.” 


Oct. 15, 1959 issue 

. it is my present belief that 
further readjustments will occur, 
the probable extent of which can- 
not be foretold, and I urge readers 
to be extremely careful in mak- 
ing new purchases for awhile.” 
“I do feel, however, that readers 
who have profits in the so-called 
growth stocks, particularly where 
the yields are small, consider ac- 
cepting partial profits on rallies, 
and that the proceeds be rein- 
vested in short-term U. S. gov- 
ernment obligations, where the 
yields are currently about 4%2%. 
Indeed, government bonds recent- 
ly sold at prices that put their 
yields at the highest level since 
1932.” 
“With the bond market currently 


“ 





1957-60 


range 


Atlantic Refining 57-34 
Continental Oil 70-38 
Gulf Oil 50-28 


Pure Oil 48-29 
Sinclair 68-40 


Socony Mobil 65-36 
Std. Oil of Calif. 62-41 
Std. Oil of N.J. 68-43 
Texaco 89-54 





SOME FAVORABLE OILS 


Recent 


by J. DONALD GOODWIN 


selling around an 

all - time low, 

there appears a 

wonderful oppor- 

tunity for con- 

servative  indi- 

viduals and insti- 

tutions who seek 

a high return 

commensurate with safety, to begin 
investing some of their funds in 
first-class bonds and preferred 
stocks.” 


Nov. 15, 1959 issue 

“As a whole, the general market 
appears to be on the defensive, 
and it is possible that it could be 
quite some time before the next 
maior advance gets under way. 
Undoubtedly, there will be strong 
rallies from time to time, and in- 
vestors will be tempted to buy. It 
will not be easy to resist taking 
a chance on such occasions, but as 
soon as one sees he is wrong, the 
best thing to do is to get out and 
take a small loss. Willingness to 
take losses is a vital attribute of 
the successful investor.” 

“During periods of adjustment, an 
investor should trade very lightly. 
using only part of his capital. The 
balance should be kept in the type 
of investments I have recom- 
mended in my last two columns, 
such as governments and grade 
“A” corporation bonds, short-term 
issues of both are preferable, etc.” 


Dec. 1, 1959 issue 
“I think the present is an excellent 
time to consider the purchase of 
bank stocks. Indications are that 
money rates will remain firm for 
awhile, and as a result, bank earn- 





Indicated 

price dividend 

35 $2.00 

47 1.70 

28 1.00 plus 
1% stock 

31 1.60 

40 3.00* 


37 2.00 

41 2.00 

43 2.20 

72 2.60 plus 
2% stock 


* This dividend could be reduced somewhat. ¢ Includes stock. 
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ings should make favorable read- 
ing during the months ahead.” 
Jan. 15, 1960 issue 

“I continue to believe that the 
market is high and that it will be 
difficult to make gains in 1960 
comparable to those enjoyed dur- 
ing the last two to three years. 
Remember the old axiom—‘A bull 
makes money, a bear makes 
money; but a hog never makes 
money.’ I continue to urge read- 
ers to be extremely careful in 





making new selections . . .” 
I am gratified that these recom- | 
mendations “hit the nail on the 
head” during the period that fol- | 
lowed. Indeed, most of the items 
recommended have risen in value. 
From the standpoint of buying for 
appreciation, I continue to believe | 
that caution is still advisable. Con- | 
servation of principal should today | 
be paramount in the minds of all 
investors. One cannot expect to make 
money in the market every year in- 
definitely, for there comes a time 
when it is necessary to pull in one’s 
horns and take it easy for a while. 
Business has continued to make a | 
good showing. However, there have | 
recently been signs that all is not as 
well as had been generally pre- 
dicted. Foreign competition contin- 
ues to have an important influence. 
Because of overproduction and un- | 
certainty in the oil business, shares | 
of leading companies in this field 
have been declining for three years, 
and in some cases, four. However, 
inasmuch as the demand for petro- 
leum products should continue to 
grow during the years ahead, al- 
though perhaps at a lesser rate than 
in the past, it would seem to me that 
in the event of any further decline 
in the price of oil stocks, considera- 
tion should be given to make new or 
additional purchases. Many inves- 
tors are concerned about what effect 
atomic power, fuel cells, and other 
developments yet to come off the 
drawing boards will have on the 
industry, and have been switching 
out of oil securities. During the last 
six months, many of the leading in- 
stitutions have been sellers in this 
group. It is interesting to note that | 
some years ago the institutions sold | 
their tobacco holdings at the bottom, 
after having carried them down as a 
result of the numerous cancer scares. 


Yes...there is little question that small 
firms operating on new scientific fron- 
tiers offer some of the greatest fortune- 
building opportunities for alert investors. 
In the past four years, we have seen 
these kinds of “science situations” pro- 
duce huge profits...with an amazing 
degree of regularity. Here are 3 recent 
case histories: 

CASE #1—Back in 1954, 


hia +1,000 to $29,443 Aaa 


in Two Years with 


ONE "NEW SCIENCE” STOCK 


That is the profit-story of just one “new science” stock (Acoustica 
Associates from 1956 to 1958—whose story we tell below). It is a 
typical case history of the incredible profits being made in the stocks 
of small firms operating on New Scientiric Frontiers. Because these 
kinds of situations are so profitable, we have prepared a new Report 
on what we consider to be the “2 Best New Science Srocxs to Buy 
Now.”’ You may have a copy on the Special $1 Introductory Offer Below. 


NOW—2 “New Science Stocks” 
for Extraordinary Gains in 1960 


The Scrence & ELECTRONICS INVESTMENT 
LETTER is an advisory service that spe- 
cializes in uncovering unusual growth 
situations in these stocks. Our editors 
have just uncovered two exciting “new 

science” situations to 





a young scientist, Robert 
Rod, began experiment- 
ing with the new science 
of ultrasonic waves. He 
discovered that these 
waves, traveling at 25,000 
waves per second, could 
be used to clean delicate 
electronic equipment, 
surgical instruments, 
motors, etc. Visualizing 
the tremendous potential 
of ultrasonic cleaning, he 
formed Acoustica Asso- 
ciates, Since then, the 
company has grown from 
virtually just an idea to 
a $5,000,000 per year 
business. 
Had you been alerted, 
in 1956, to the poten- 
tial of THIS NEW SCI- 
ENCE—and had in- 
vested $1000 — your 
investment would have 
grown to $29,443 in 
two years. 
CASE #2—In late August 
1959, Lehman Brothers 
offered 100,000 shares of 
stock in Infrared Indus- 
tries, Inc. at $5. 


“The two 


ties. 





LIFE MAGAZINE Says: 


“You Haven't Seen 
Anything Yet” 

In the Feb. 8, 1960 issue of 
Life Magazine appeared an 
editorial on Science's Explo 
sive Advance, which stated: 

ing decades 
have witnessed scientific 
breakthroughs — starting with 
atomic energy — which repre- 
sented greater advances than 
mankind had made in all pre- 
vious history. The curve of sci- 
entific progress has now begun 
to approach the vertical, sug- 
gesting that the achievements 
still ahead of us (many of them 
even to foresee) 
will stagger the imagination.” 
Along with this dynamic scien- 
tific advance will come numerous 
exciting profit-making opportuni- 
It is the purpose of the 
Scuence & ELectTRonics INVEST- 
MENT LETTER to keep investors 
informed on these opportunities. 


buy now. 

One company is solidly 
established in micro- 
wave —a new science 
that promises to de- 
velop into one of the 
fastest growing areas in 
the entire electronics in- 
dustry. We expect this 
stock soon to be listed 
on the American Ex- 
change, and, with less 
than 150,000 shares 
available to the public, 
the effect on the stock 
price could be explo- 
sive. 

The other company is 
a well-established, old- 
line firm that has 
recently made an im- 
portant shift into the 
glamorous end of elec- 
tronics. They are now 
actively engaged in no 
less than four new sci- 
ence fields. When these 
new developments be- 








The 
company was the “baby” 
of two brilliant young sc 
working on the new science of infrared. 


ment in the famous Sidewinder missile.. 
the same one that proved so success- 
ful in the air battles over Formosa. 


Within a few days after Lehman 
Brothers offered these shares at $5, 
the price shot to $10 and within 3 
months, to $19.50...nearly quadrup- 
ling in value. 
CASE #3—In 1954, Ampex Corp. was 
a small, little-known company that was 
experimenting with the new science of 


scientists who were 


One of their products is the hot tracer cle- 


come widely known, we 
believe the stock could soar. In fact, 
we think this stock may be one of 1960's 
outstanding market performers. 


$ 

1 SPECIAL INTRODUCTORY OFFER 
To get the facts on the “2 NEW SCIENCE STOCKS 
TO BUY NOW,” along with 2 issues of the bi-weekly 
SCIENCE & ELECTRONICS INVESTMENT LETTER, 
just send $1 with the coupon below, TODAY. 


Science & Electronics Investment Letter 
Babson Park, Mass. 


Published by Speor & Stoff inc 


magnetic tapes. Their pioneering re- 
search in this field enabled them to 
attain a ing position in the mag- 
netic tape growth explosion that 
followed. 


They could be making the same mis- 
take again in the oils. 

It is my guess that the possible ill 
effect of atomic power, et al., is still 
some years in the future. I also be- 
lieve that due to the oil industry’s 
vast research and development in 
petro-chemistry, leading oil compan- 

(CONTINUED ON PAGE 55) 


Yes, here is my $1. Please send me at once your 
new Report on “2 New Science Stocks To Buy 
Now” and 2 issues of the bi-weekly Science & 
ELecTRONICS INVESTMENT LETTER. 

0 Check here if you prefer a 3-month subscription 
Had you been alerted to the poten- at the special rate of $25. (Regular rate $30.) 
tial of this new science, you could 
have bought Ampex at 3¥s in 1954, 
and seen it soar to 137 in 1959. A 
$1000 investment would have grown 
to over $40,000 in 5 years. 
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Ready! New and 
Revised Edition 


The Chartcraft Method 
of POINT and 
FIGURE TRADING 


Whether you are a beginner or a profes- 
sional trader, this book will teach you 
how to construct a Point and Figure 
Chart, how to recognize chart patterns, 
how to determine buy and sell signals, 
where to place protective stop orders, how 
to forecast market trends, how to deter- 
mine the extent of a move (the “count’’), 
ete. It also contains a section on trading 
in Over-the-Counter Stocks, Convertible 
Bonds and Puts and Calls. 


| important, 





Since it was first pub- 
lished in 1947, the Chart- 
craft Method of Point and 
Figure Trading has be- 
come a recognized classic 
in the field of technical 
analysis of stocks and 
stock market trends. 


64 PAGES 
OVER 100 
CHARTS 


After more than a dozen 8%" x11" 
years of applying its bas- 
ic principles in the edit- 








ing of the various Chart- 

craft Advisory Services, these principles 
have now been up-dated and, where nec- 
essary, altered to meet the requirements 
of today’s Stock Market. They have also 
been expanded to include their applica- 
tion to trading in Commodity Futures. 


This is an indispensable tool for the 
trader and investor alike. Send $2.00 for 
your copy today to see how you can bene- 
fit from this proven investment method. 
You have an unconditional 10-day return 
privilege. 


Send this ad with $2.00 to 
CHARTCRAFT, Inc. Dept. F-4 
One West Ave. Larchmont, N. Y. 





| very 











Fri-Continental 
YP . 
Corporatio n 


A Diversified Closed-End 
Investment Company 


First Quarter Dividends 
Record Date March 18, 1960 
30 cents a share 
on the COMMON STOCK 
Payable April 1, 1960 


67% cents a share on the 
$2.70 PREFERRED STOCK 
Payable April 1, 1960 


65 Broadway, New York 6, N. Y. 














by Richard Russell 
Read by professionals and serious investors 
throughout the world. Send for brochure explain- 
ing the Dow Theory, reprints of the author's 
four recent articles in BARRON'S, and a one- 
month trial subscription (4 issues), $1.00. 
($50.00 annually, Airmailed.) 
Dept. F, 125 East 93rd Street, N. Y. C. 28 





| 1956-58 period alone). 
| FO is now heavily engaged in fast- 
| growing and profitable gypsum and 








TECHNICAL PERSPECTIVE 


by JOHN W. SCHULZ* 


Spotlight on Strength 


| AtrHoucH they fail to please most 
| investors, weak stock markets do 


have some redeeming qualities. Most 
perhaps, they tend to 
spotlight those stocks for which de- 
mand becomes strong enough to help 
them withstand the general retreat. 
Usually they are stocks thought to 


| represent distinctly superior values 


and prospects. When, at some stage, 
technical analysis of individual cases 
suggests that substantial uptrend 
potentials have been rebuilt, some 
tempting situations often 
emerge. 

Take, for example, Flintkote (FO, 


| about 35), which for six months has 


hardly budged from a price level of 
about 20% below the 1959 peak. 
Flintkote is an aggressively managed 
producer of building materials which 
is bent on expansion. During recent 
years, it absorbed a series of com- 
panies in related fields and made 


| large capital expenditures as well 


(equal to about $13 a share in the 
As a result, 


cement production. Sales volume 


| has grown sharply, from $107 million 


in 1956 to over $200 million in 1959. 
Earnings per share for 1959 were re- 
ported at $2.61 as against $2 for 1958 
(prior to last year’s acquisitions). 


| Cash flow (i.e., depreciation plus net 


income) seems to have been about $3 


| a share in 1958 and should have gone 
over the $3.50 mark in 1959. 


This 
year, sales and net are expected to 
advance again and the program of 
expansion and improvement seems 
to be continuing. 

At 13 times last year’s reported net 
and about ten times the estimated 
eash flow, the stock seems reason- 
ably priced compared to the 17- 
times-earnings ratio for the average 


of industrial com- 

mon stocks repre- 

sented by Stand- 

ard & Poor’s in- 

dustrial index. 

For the equity of 

an expanding 

company operat- 

ing in an industry 

that should benefit from long-term 
population trends, the current price 
seems even more attractive. 

It is interesting to observe the mar- 
ket’s changing attitudes toward stock 
and industry on the P&F chart re- 
produced below. The strong uptrend 
from the 1957 low of 23 to the 1959 
high of 44 reflected appraisal of Flint- 
kote’s new growth potential. The 1959 
high occurred somewhat ahead of the 
general market as money became 
more expensive and was expected to 
put a brake on construction business. 
The August-September sell-off (col- 
umn C) completed the trend reversal 
and corrected about 50% of the pre- 
ceding major uptrend. 

The chart shows that last year’s 
top, measured by P&F standards, 
spans nine columns (B to C) of price- 
reversal action on the 41 line. The 
resulting target stands at 32, which 
the decline failed to meet by just one 
point. But a more extensive meas- 


*Mr. Schulz is a partner in Wolfe & Co, 
member of the New York Stock Exchange. 


+P&F chart analysis places heavy stress 
on areas where these columns are densely 
clustered as a result of lateral trading-range 
movements. Ba on past experience and on 
the manner in which the charts are con- 
structed, P&F theory assumes that the num- 
ber of price-reversal columns within a lateral 
movement refiects a degree of latent and 
potential demand-and-supply pressures and 
stands in direct proportion to the number of 
rice units by which an ensuing “vertical” 
rend can rise or fall, once the lateral trend 
is concluded. The measuring technique counts 
the number of price-reversal columns within 
the lateral movement and projects a target 
the same number of units above or below the 
line of measurement in the direction of the 
new vertical trend 
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urement (columns A to C) on the 40 | 
line would yield a target at 28. The 
fact that the stock so far this year has 
made no further move in the direc- 
tion of this target, despite ample 
provocation from the general market, 
indicates, I think, renewed recogni- 
tion of Flintkote’s attractive funda- 
mentals. It reflects, too, I believe, the 
current view held by many observers | 
that this year’s business wil] be on a 
high plateau rather than in a fierce 
boom; that, therefore, money may be 
somewhat more readily available and 
that interest rates may have passed 
their peak, which should take some 
of the pressure off the building trades. 
However, if the market should be 
engulfed by another wave of pessi- 
mism, Flintkote’s attractions might | 
again be temporarily obscured and | 








ELECTRIC UTILITY INDUSTRY 


4 Stocks for New Profits ? 


CENTRAL & SO. WEST with annual ual power roduetion up 700% since 1930, electrical appliance sales 

booming and the wide-spread acceptance of the Fy house, this 
shows technical market patterns that place it in the front 
BLE industry groups. 


FLORIDA POWER & LT. ks may reap mass profits from the expected growth trend 
in " which derives the Dulk of its revenues from the lucrative 


residential sales market, is in a pronounced up-trend. An indication of its 

SOUTHERN COMPANY eee h to move shead was demonstrated during the January-February 

m. We believe a second, which is currently yielding 3.7% will show 

a  rubstantial earnings boost this year, and may witness 30 to 50% apprecia- 
tion in the next 24 months. 


ACT NOW! Te receive this special industry survey PLUS a 5-week trial subscription 


© the regular Investors Research 6-page service for the next 5 weeks 
simply mail $1.00 with the coupon below 


INVESTORS RESEARCH” 


Company (Dept. F-89) picase air-mail special bulletin on the 
922 Laguna Street Electric Utility Industry plus 5-week 
Santa Barbara, Calif. trial subscription. Enclosed is $1.00 
Name 
Address.. 
*Serving Investors in SO States and 20 Foreign Nations. 


AMERICAN ELEC. 
POWER 
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an approach toward the target at 28| __ 


might, after all, have to be allowed 
for. 

For the present the stock continues 
to hold steady within the lateral 
movement (column C to X) astride 
the 35 level. We may speculate, in 
view of hitherto persistent demand 
at 34-35, that this trading range 
movement is a valid, though still 
latent, new reversal base; it would be 
completed, in my opinion, if further 
demand has to reach as high as 38, 
i.e., beyond the trading range top at 37. 
In line with this speculation, and be- 
cause of the nine entries on the 35 
line, we can place a tentative target 
(unshaded circle) at 44. This is not 
high enough to reach above last year’s 
major-trend high, so I should assume 
that more lateral base development | 
lies ahead. But only one further | 
column (Y) of price-reversal action | 
would raise the tentative target to a | 
new high level at 45. 

Because many people who bought | 
stock in the price range of last year’s | 
top reversal may offer it for sale 
when they “break even,” we would | 
have to count on potential supply, | 
especially in the 38-41 zone and to | 
some extent in the 42-44 area. This | 
so-called overhead resistance may | 
serve to retard resumption of the | 
major uptrend, even once current | 
base development is complete. Quite | 
likely, the resistance encountered last 
year at 37 will make for more than | 
the bare minimum of base aetion | 
(columns C and Y). On the whole, | 
therefore, it would not be wise to 
expect anything very dramatic until 
overhead supply has been absorbed. 
But the new latent base is clearly 
getting large enough to support a 
move through these supply zones, and 
older base action (not shown) is so 
extensive as to indicate substantial 
scope for a longer-term uptrend. So 

(CoNTINUED ON PAGE 54) 

















HOW TO MAKE 
SHREWD SPECULATIONS 


in stocks under $5 or $10 


Now you can get revealing reports giving analysis and opinion on investment bargains 
in little-known stocks. These are stocks of HIGH-GRADE companies that are well 
managed, have good earnings prospects, yet are overlooked by the average investor. . . . 
We specialize in selecting these stocks selling under $5 or $10. A. J. G. of Westport, 
Conn., writes: “I now take 4 other services, but yours is one of the best I have seen 
for the small investor.” 


See for yourself how large profits may be 
FREE REPORTS ® reaped from a small investment in these 
® LOW-PRICED “hidden-value stocks.” The 


recommendations you receive are impartial. We are not an investment dealer or | 
broker, and no salesman will call. To receive free SSR Reports for one month, just 
mail this ad—or postcard—together with your name and address to: 


SELECTED SECURITIES RESEARCH, INC., DEPT. F-85, SEAFORD, L. |, N.Y.) 
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& LIGHT COMPANY 


Dividend Notice 


Quarterly dividends of $1.25 per share on the 5% 
preferred stock, $1.13 per share on the 4.52% serial 
preferred stock, $1.54 per share on the 6.16% serial 
preferred stock, $1.41 per share on the 5.64% serial 
preferred stock, and 40 cents per share on the 
common stock of Pacific Power & Light Company 
have been declared for payment April 11, 1960, to 
stockholders of record at the close of business 
March 31, 1960. 


H. W. Millay, Secretary 


a, 


; PORTLAND, OREGON 
March 9, 1960 




















ENERGY 


INCORPORATED 


A mutual fund ans 
for growth possibilities in. 


Elec ia cs 
uels 


Mis les ayat nace 
ergy 


oil 8 fa 
fis ities 


and other activities related to 
the energy fields. 


NO COMMISSION OR 
SELLING CHARGE 
of any kind. Shares are 
offered at net asset value, 
and redeemed at 
net asset value. 
Send for Free Prospectus. 
Write Dept. F 
Distributor 
RALPH E. SAMUEL & CO. 

Members of N.Y. Stock Exchange 
2 Broadway, N.Y. 4, N.Y. 
Tel. Digby 4-5300 


How to! Find Another 


Mutual Investment Fund 
oe eeeesiehas eolnened tot 
CURRENT INCOME 





| panies and on securities markets. . . . 


| has been doing just that. 











LATER? 
Keystone Growth Fund 
A Mutual a ig neste Fund 
term 
pl capital and 
FUTURE INCOME 








50 Congress St., Boston 9, Mass. 
Please send describing 





CO) Keystone Income Fund (] Keystone Growth Fund 


Name 


THE KEYSTONE COMPANY, G-16 





Address 

















THE FUNDS 


Regulation: 
SOON, BUT NOT TOMORROW 


Unpver the terms of the Investment 
Company Act of 1940, the Securities 
& Exchange Commission is, among 
other things, empowered to investi- 


| gate the “effects of size on the in- 


vestment policy of investment com- 


” 


For almost two years now, the SEC 
And the 
nation’s mutual funds, their invest- 


| ment assets now well past the $15 
| billion mark, have anxiously won- 
| dered what the study would reveal 
| and what 


the SEC’s conclusions 
might be. Wondered—and worried, 


| too. For who can tell what form 
| the report might take and what con- 
| clusions might be drawn from it? 


Originally scheduled to be com- 


| pleted last year, the study has yet to 
| appear. 


Why the delay? A check 
last month with the SEC and the 
University of Pennsylvania’s Whar- 
ton School, which is doing the basic 


| research for the SEC on a contract 
| basis, revealed two reasons. The 


first was understandable. The Whar- 


| ton task force, said Dean Willis Winn, 
| needed more time**than originally 


planned. It needed time to prepare 


| and test the questionnaire used and 
| then to get answers back from the 
| 100 investment companies included 


in the sample. 

But there was a second reason: lack 
of money. As 1960 began just $52,000 
had been spent on the study. The 


| SEC has just $4,000 more on hand 


for it. In the current fiscal year, 
Congress didn’t even make an appro- 
priation, much less actually hand 
over more cash to the SEC, for its 
completion. Said Dean Winn: “We’ve 
had to stretch out the work.” 

Thus, it was hard to say last month 
just when mutual funders would 
learn what the SEC thought of their 
fabulous growth in the postwar era. 
Dean Winn believes the basic data 
will be assembled and in the SEC’s 
hands this year for sure, perhaps 
as early as June. But after that 
comes the customary, and sometimes 
lengthy, process of reviewing the re- 
port and drawing official conclusions. 
The SEC wouldn’t say how long that 
would take. Said a spokesman: “We 
haven’t even determined whether the 
report will be made piece by piece or 
as a whole.” So mutual funders last 
month had to go on worrying and 
wondering . . . but in a pretty relaxed 
way. 


Management Companies: 
THEY MET IN ST. LOUIS 


AFTER a year of all sorts of troubles, 
something like peace settled down 
upon St. Louis’ scandal-ridden Man- 
aged Funds, Inc. last month. By 
then, its 21,000-odd stockholders had 
suffered through an amount of cor- 
porate carryings-on, including an all- 
out proxy fight for control, unheard 
of since the mutual fund industry was 
reorganized in 1940. 

Unmanaged Funds. It had started 
last April. The Securities & Ex- 
change Commission accused the 
fund’s management of illegally fail- 
ing to tell stockholders of a change 
in investment policy that resulted in 
the payment of more than $1.5 mil- 
lion in commissions to a New York 
brokerage house. The fund promptly 
stopped selling new shares (although 
it continued to redeem old ones), and 
the SEC subsequently suspended its 
registration statement. A series of 
embarrassing upheavals followed the 
departure of the old fund advisors. 
Managed Funds had no less than five 
different presidents and a churning 
of directors as various groups strug- 
gled for control of its $58 million in 
total assets. 

The struggle came to a head in St. 
Louis last month. Two aggressive 
management companies locked’ horns 
in the biggest proxy fight in modern 
fund history. On one side was Chan- 
ning Corp., a San Francisco-based 
holding company, one of whose divi- 
sions manages and distributes eight 
U.S. and Canadian funds with some 
$218 million in assets. On the other 
side was the Townsend Management 
Co., whose bustling Morris M. Town- 
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send directly presides over $4 million 
in assets of his U.S. & International 
Growth Fund but has, through a hold- 
ing company, a stake in the manage- 
ment of three others. 

It was full-dress battle—profes- 
sional proxy solicitors and all. Each 
side proposed its own full slate of | 
directors for the stockholders’ ap- 
proval. After some 18 million shares 
had been voted (more than 91% of | 
the total outstanding), Channing 
Corp. was declared the winner by | 
more than 500,000 votes. Townsend, | 
predictably, immediately challenged | 
the vote, leaving a way open to pro- 
long the fight in court. 

Whaddaya Hear. . . ? Whoever won 
out in the end, many a professional 
mutual funder outside the battle con- | 
sidered the whole thing regrettable. | 
Some wondered especially whether | 
the industry as a whole had suffered 
a black eye as a result of all the 
unpleasantness. “I was at a lunch- 
eon meeting recently,” said Herbert 
Anderson, president of the National 
Association of Investment Compa- 
nies, “and everyone wanted to know | 
how sales were holding up in 
St. Louis.” 

But Anderson was quick to point | 
out that, regrettable or not, the re- | 
cent history of Managed Funds had 
proved one crucial point about the | 
funds. “In what other type of cor- 
poration,” he asked, “could this kind 
of thing happen without affecting the 
shareholders’ equity in the slightest?” 
Besides, he added, by all reports mu- 
tual fund sales in St. Louis were 
holding up quite well. 








Portfolios: 
AS OTHERS SEE US 


Tue Rotterdamsch Beleggingsconsor- 
tium N.V., one of the largest invest- 
ment companies in the Netherlands, 
laid open its portfolio at its annual | 
meeting in Rotterdam last month and 
thereby afforded Americans a splen- 
did chance to see themselves through 
the steady eyes of some of Europe's | 
most astute investors. 
The look, alas, had precious few | 
surprises. As 1960 began Robeco, 
as the closed-end trust is known in | 
Europe, had more than one third of | 
its investment assets of $138 million 
invested in American securities. The | 
favorites: IBM, AT&T, Texaco, USS. | 
Steel and General Electric. 
One thing was clear, however. The 
Dutch seemed to be less enchanted 
with the New World’s prospects than 
they once were. At year’s end, 
US. securities made up 37.3% of 
Robeco’s assets. Just 12 months before, | 
they amounted to more than 48%. | 
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ARMOUR AND COMPANY 
5% Cumulative Income Subordinated Debentures, Due 1984 
* 


Notice is hereby given that ARMOUR AND COMPANY, 
pursuant to the Indenture under which the above Deben- 
tures have been issued, will pay interest on the Deben- 
tures as follows: 


May 1, 1960 — $2.50 per hundred dollars 
principal amount of Debentures 
Nevember 1, 1960—$2.50 per hundred dollars 

principal amount of Debentures, 
being payment in full of all interest accumulated to the 
above mentioned dates. 


Holders of coupon Debentures should detach Coupon 
No. 11 on May 1, 1960 and Coupon No. 12 on November 
1, 1960 and present them for payment either at the 
Continental Illinois National Bank and Trust Company of 
Chicago, 231 South La Salle Street, Chicago 90, Illinois, 
or The Chase Manhattan Bank, Agency Coupon Paying 
Department, 37 Wall Street, New York 15, New York. 
The Trustee, City National Bank and Trust Company of 
Chicago, will mail checks for the interest payable on 


March 15, 1960 





Debentures not in coupon form. 


ARMOUR AND COMPANY 
By: E. J. McAdams 
Financial Vice President 











~T. ROWE PRICE 
GROWTH STOCK FUND, INC. 
® 


OBJECTIVE: Possible long term 


growth of principal and income. 


OFFERING PRICE: Net asset value. 
re is no sales load or com- 
mission. 
REDEMPTION PRICE: Net asset 
value less 1°%,. 


Prospectus on request 
Dept. B 
10 Light Street Baltimore 2, Md. 





BROAD STREET 





INVESTING 


CORPORATION 


10 CENTS A SHARE. 


Payable March 31, 1960 
Record Date March 8, 1960 


65 Broadway, Now York 6, N.Y 








Free booklet-prospectus describes 


The Fully 
Administered 
Fund 


of GROUP SECURITIES, INC. 

A mutual fund investing in bonds, 
preferred and quality common 
stocks, “balanced” in accordance 
with the jud t of professional 
management. Mail this ad. 

Name. 





Addeo 


DISTRIBUTORS GROUP, INC. 
63 Wall Street, New York 5, N.Y. 








| 14 Wall Street 





ISTEL FUND 


A mutual fund with a diversified portfolio. 


| Subscription at 102% of net asset 


value. No charge for redemption. 


Please send me a free prospectus and other information. 


W.E. HUTTON & CO. 


Members New York Stock Exchange 


New York 5, N. Y. 
Telephone: REctor 2-3300 ao 








GER.; MRS., MISS) 








(ADDRESS) 








on Stock Market Transactions 
How with a put or call option, risk limited to the 
cost of the option (maybe a few hundred dollars), 
you can make unlimited profits (possibly thousands 
of dollars in 90 days) is explained in this clear, 
simple book. 


Understanding 


PUT and CALL 
Options HERBERT FILER 


the #1 authority on the subject. 


Thousands of ny laters and yr 
purchase ‘‘buy” and ” options (cali and put) 
ee aon wan ane ine ie ween ‘hae 
profits for them and also can protect enveatians 
“paper” profits on the stocks they own. 


This book shows how they do it and how you too 
can make maximum profits on minimum invest- 
ment. It shows also how you can sell options on 
your own stock to increase income, where and how 
to buy and sel! puts and calls, how to use them to 
meke capital gains instead of short-term profits, 
how to use options to protect profits on your 
stocks, etc. 

This book costs you only $3.00. it can help you 
make a fortune. And you can examine it Free. Fill 
in and mail this coupon today. 





Te your favorite beoksele Dept. hat 
419 Park Avenue South, New York 16, N. Y. 


Please send me Herbert Fil UNDERSTANDING PUT 
AND CALL OPTIONS for Ho 's free 


O SAVE. Send check with coupon, then we pay postage. 
Same money-back guarantee. 








| ment. 
| to take a large jump beyond the 
| $398 million level of 1959. The same 
| is hoped for in net profits, which in 
| 1959 were held down to $1.67 a share 











Let Barron's Help You 


PICK GOOD 
INVESTMENTS 


17 weeks’ trial only $5 


To help you build your capital and increase 


your investment income—get a trial subscrip- 
tion to Barron's National Business and Finan- 
cial Weekly. It will Beet you the facts you need 
to make yourself a better judge of the invest- 
ment values in ay’s markets. 

No other business or investment pablication 
is like Barron’s. It is written for the man who 
makes up his ee A mind about his own money. 
It is the only weekly affiliated with Dow Jones, 
and has full use of Dow Jones’ vast, specialized 
information in serving you. 

In Barron’s you are shown what, where, and 
why the REAL VALUES are, behind current 
security prices. You get clear, well-founded in- 
formation each week . . . on the condition and 
prospects (the changing fortunes) of individual 
corporations — and on industrial and market 
trends. 

A trial subscription—17 weeks for only $5 
— brings 

Everything you need to know to help you 
handle your business and investment affairs 
with greater understanding and foresight .. . 
the investment implications of current political 
and economic events .. . the perspective you 
must have to anticipate trends and grasp profit- 
able investment opportunities. 

See for yourself how important Barron’s can 
be to you in the eventful weeks ahead. Its sub- 
scription price is $15 a year, but you can try it 
for 17 weeks for $5. Just tear out this ad and 
send it today with your check for $5; or tell us 
to bill you. Address: Barron's, 392 Newbury 
Street, Boston 15, Mass. F-41 
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(CoNTINUED FROM PAGE 51) 


the technical situation is once more 
very interesting for the major-trend 
investor, and the upside potential 
should now outweigh the downside 
risks on fundamental as well as on 
technical grounds. 

Another instance of countertrend 
action in February and early March 
was Philco (PHL, about 35). Untii 
then, PHL had turned in a rather 
indifferent price performance on bal- 
ance, probably reflecting the com- 


| pany’s past concentration on the 
| manufacture of electric appliances, 


whose profitability is highly variable. 
Lately, however, PHL has been mov- 
ing toward greater emphasis on more 
sophisticated electronics and now 
looks for growing benefits from pro- 
duction of new data processing equip- 
This year’s sales are expected 


by heavy development expenses that 
apparently are about to bear fruit. 
Technically, the situation is now 


| quite interesting. You can see that, 


by P&F standards, the 1957-58 re- 


| versal base (below 20) was far from 
| adequate 


for supporting a_ rise 
through the 1955 high and the extent 


| of the 1958-59 uptrend to 36 must be 


accounted for primarily by the mo- 
mentum of the general market’s 
major uptrend during the period. 
Thus, when momentum failed, the 
sharp decline from the April 1959 
high (36) to the September low (22) 
was a much more than average re- 
sponse to general market weakness. 
Since then, however, and especially 
during February and the first half of 


| March, price behavior has been dis- 


tinctly better than average. The 
February low stands far above the 
September low, and as a result you 


| can now see a very typical reversal- 
| base structure between columns A 


and X. From a technical standpoint, 


| this is the kind of price development 
| that was needed to support a poten- 
| tially successtul attempt to scale the 
| 1959 high (43). 
| reversals between columns A and X 


A full count of price 


on the 30 level would project a target 
at 56, perhaps not unrealistic for the 
major trend, considering the earnings 
improvement now anticipated by 
some observers and provided the 
stock finds acceptance as a true 
growth speculation in the electronics 
field. For the nearer term, PHL no 
doubt is still vulnerable to renewed 
general-market weakness. But I am 
encouraged by the fact that measure- 


ment of the action since last Decem- 
ber across the 32 level (columns 
B-X) yields a target at 44. This 
alone is enough to imply an uptrend 
potential capable of absorbing latent 
supply in the 36-43 range and of 
eventually carrying the price to a 
new high. 


BIEL 
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earned. Some of us still do not seem 
to appreciate the fact that an era has 
come to an end, an era of wars and 
reconstruction which was dominated 
by the United States by the fortunate 
circumstance that ours was the only 
major country not physically or eco- 
nomically damaged by the war. 

Far be it for me to be a fear- 
monger, or to underestimate our tre- 
mendous strength and potential. Yet, 
pride in our ability and in our ac- 
complishments must not lead us to 
an arrogant appraisal of the capa- 
bilities of the rest of the world. The 
sputnik was created by people whom 
we considered technologically in- 
ferior because of their low standard 
of living. Another harsh lesson was 
taught us by the import of hundreds 
of thousands of automobiles into this 
country which was made possible not 
only because we had become high- 
cost producers, but because an entire 
industry had been fast asleep. 

There is little doubt that we can and 
will meet the challenge, whether it 
be sputniks or Volkswagens. But let 
us have no illusions about the cost. 
We are in for increasingly rough 
competition from all over the world, 
from people who are able and will- 
ing to work hard to attain a standard 
of living approaching our own. There 
will be clamor here for protection 
against cheap imports, whether it be 
power generators or electronic com- 
ponents, textiles or copper pipe. Many 
industries who are asking for tariffs 
or quotas have compelling arguments 
in their favor, but the more we seek 
shelter behind protective walls, the 
more we weaken our ability to com- 
pete on truly equal terms. 

As far as the investor is concerned, 
these pressures will be felt in a 
tighter squeeze on profit margins, a 
factor that is not conducive to higher 
stock prices. Meanwhile, stocks of 
those industries which are compara- 
tively immune continue to sell near 
their all-time highs, at prices which 
leave little further room for appre- 
ciation. Under such circumstances 
the prudent course to follow would 
seem to be one of caution and re- 
straint. 
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There’s even been some scattered 
price strengthening and earnings are 
not “falling apart” for all oil com- 
panies. Sure, automobile production 
is declining; it was destined to, when 
an abortive inflationary buying spree 
didn’t develop. But car sales are bet- 





ter than the headlines suggest and | 
should improve now that spring is | 
here; this is the more important | 
profit-making consideration. 


Above all, it’s well to remember | 


that there’s more to the nation’s eco- 
nomic well-being than the stock mar- 
ket’s problem children, the automobile 
and steel industries. After all, ours 
basically is a consumer goods econ- 
omy in which connection it’s signifi- 
cant that: 1) The latest surveys of 
consumer buying intentions show a 
distinctly optimistic trend. 2) Withal, 
the consumer is not indulging in an 
extravagant buying splurge which 
would defeat itself. This, plus the 





failure of an inventory accumulation 
spree to develop, should help prolong 
the present period of generally good | 
business. 
In general, business is probably bet- 
ter than the pessimists fear, but it’s 
not as good as the optimists had hoped 
at the year-end. All this column’s | 
checks still suggest that 1960 is going | 
to be a year of comfortable prosperity. 
Thus, the big question today is | 
whether a normal year is good enough | 
to permit the market to find equilib- 
rium. It’s not “good enough” for a | 
major bull market—but this, as was | 
noted some time ago, is not the issue. 


GOODWIN 
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ies will ultimately consolidate with the 
chemical industry, from which many 
favorable mergers could develop. 

When the time appears right for | 
new or additional purchases of oils— 
and I think in some cases purchases | 
can be made on a scale-down now— 
I would favor Atlantic Refining, Con- | 
tinental Oil, Gulf Oil, Pure Oil, Sin- 
clair, Socony Mobil, Standard of 
California, Standard of New Jersey, 
and Texaco (see table, p. 48). 

It was recently stated that produc- 
tion in Texas probably will be cut 
back in April in an effort to achieve 
a proper balance between supply and 
demand. That the industry will 
again do well, I have no doubt. Re- 
member, petroleum products are 
entirely consumed and must be con- 





tinually replaced. 
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Peeeceaeueeeeeesees 


KNOW a Stock’s Record Before You 


BUY e SELL e HOLD 


ORDER YOUR COPY NOW 


Investor’s 1949-1959 Stock Record 


for Comparing Stock Values 


See how each stock fared in poor years as well as good years before you make an 
investment decision in this market. The best way to judge the present status and 


values of stocks you own or consider buying is to compare their performances 
of past years. 


You can’t determine a stock’s current value unless you have its earnings and divi- 
dend record of previous years; and you can’t compare current prices with former 
prices unless you have a record of the hundreds of stock splits over the last 11 years. 


HERE YOU HAVE THE 11-YEAR RECORD 
of all Common Stocks on the 
New York Stock Exchange 
1949 — 1959 
EACH YEAR’S 


@ STOCK SPLITS 
@ DIVIDENDS 


(*1959 Earnings 


@ PRICE RANGE 
@ EARNINGS* 
es available up 


to Publication) 


Nowhere else can you find more quickly, more easily, or at lower cost, each stock’s 
per share performance record over 11 years—essential facts and figures you as an 
investor require to invest more wisely, more profitably, particularly in this period. 


ADDED FEATURE: The Record Book also contains the ll-year record of the 
Leapinc Mutuat Funps, showing each year’s: Prices * Capital Gains * Investment 
Income * Net Asset Value « Sales Charges. 


THIS BOOK can be indispensable to your investment success. 
Buy it for $2.00 .... or Get it FREE! 


Return the coupon below today with $2.00 check for your copy of the 1/-Year Record 
Book. Or get it FREE with a 6-months’ Trial Subscription to FINANCIAL WORLD’s 
comprehensive investment service—26 weekly issues of FINANCIAL WORLD; 6 
monthly supplements of “Independent Appraisals”. rating up to 1,870 listed stocks 
and the Advice-by-Mail privilege; PLUS the annual $5 Stock Factograph Manual and 
the Steck Record Book .. . all for only $12. Additional savings—yearly subscription 
$20 with above services. Absolute money-back guarantee within 30 days. 


Take your choice but order today. Supply of this Book is limited. 


FINANCIAL WORLD—Dept. FB-41—17 Battery Place, New York 4, N. Y. 
Please enter my order for the following: 
( Copies of your new 1949-59 Stock Record Book at $2 each, or 


( Six months’ trial subscription to FINANCIAL WORLD’s 4-part investment service and the 
Stock Record Book—all for $12, or 


[) (Additional Savings)—-One year’s auhectigtion which includes the 4-part investment service 
and the Stock Record Book—all for only $20 

Name 

Address 

City 


Zone State 
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CHANGE OF ADDRESS 


Please send old address (exactly as imprinted on mail- 
ing label of your copy of Forses) and new address (with 
zone number if any); allow four weeks for changeover. 


FORBES SUBSCRIBER SERVICE 
70 Fifth Avenue 
New York 11, N. Y. 





jthe PREFERRED 
way to lease trucks 
because it's national 


in experience and 


supplies everything but the 
driver at flexible, local-level 
| . On-the-spot management provides 
highest efficiency; full-service, one-invoice 
truckleasing—the LEASE-FOR- PROFIT way. 
I Lease a new Chevrolet, or other fine truck, 
| operate it as your own with no investment, 
ino upkeep. 
For facts about full-service, ‘“‘Lease-for- 
Profit’’ truckleasing—and the nome of your 
local Nationa lease firm, write: 


Se Serving Principol Cities 
of the United States, 
Canada, and Puerto Rico 


23 £. JACKSON BLVD. SUITE: R-4 


CHICAGO 4, ILL. 


“ res” 
FLORIDA POWER & LIGHT 


COMPANY 
Miami, Florida 
NOTICE IS HEREBY GIVEN that the 
holders of the Common Stock of Florida 
Power & Light Company of record at the 
close of business April 7, 1960, are enti- 
tled to notice of and to vote at the Annual 
Meeting of Stockholders to be held in 
Dade County Auditorium, 2901 West 
Flagler Street, Miami, Florida, on Mon- 
day, May 16, 1960, at 2:00 o'clock PM. 
W. F. Blaylock 
Secretary 


FLORIDA... March 21, 1960 
UNEXCELLED 


CLIMATE FOR 











REPORT ON OUR 100th YEAR 
1959 sales .. 57 4.7 million 
. 17.6% increase over 1958 


1959 Net Earnings. . $7.7 million 


. 39.5% increase over 1958 


Annval Report Available.In its centennial year, sales of 
Gardner-Denver Company reached an all-time record high. 
Additional information on sales, earnings and operations for 
1959 is available in the company’s 100th Annual Report. If 
you would like a copy, write to: Secretary, Gardner-Denver 


eee Quincy, Illinois. 


EQUIPMENT TODAY FOR THE CHALLENGE OF TOMORROW 


Gardner-Denver Company, Quincy, Illinois 


HOOPER 
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steel operations in the second and 
third quarters will be lower than in 
the first quarter, with the third- 
quarter rate rather sharply lower. 
| One should not multiply first-quarter 
| earnings (which will be exceedingly 
| good in most cases) by four to get 
estimates for the year. Jones & 
Laughlin (67%) is one of the intrig- 
uing steel stocks. That company 
should show $2.75 a share earned for 
the first quarter, as it operated at 
nearer 100% capacity than most of the 
big steels. For the full year, an esti- 
mate of $7.50 a share now seems rea- 
| sonable. The steel industry is not “a 
growth industry” in terms of steel 
consumption per capita, so price/ 
earnings ratios are likely to remain 
relatively low, but at 12 times earn- 
ings Jones & Laughlin could sell at 
90. After this year, capital expendi- 
tures will drop and dividend policy 
may be more liberal. 

The big thing to keep in mind about 
the stock market this year, it seems 
to me, is that it is unlikely to be a 

| runaway affair, even when the tone 
is better. If I have it judged cor- 
rectly, nevertheless, it probably will 
be possible to do fairly well if you 

| own the right stocks. My observation 
is that is is harder and harder to pick 
out the right stocks, and that the 

| margin of error in attempting to do 

| that is bound to be higher than it 
has been in most recent years. That’s 
why I am suggesting traveling light, 
but keeping an open mind. 


[o0KLETS 


Valuable booklets are published by 
many concerns and made available 
free to interested businessmen. The 
best of these on matters of wide 
interest are listed as a service to 
Forses readers. Address your re- 
quest, by number, to: Subscriber 
Service Dept., Forses Magazine, 
70 Fifth Avenue, New York 11, N. Y. 


549. THe Many Smwwes or DeEpreciATION. 
The postwar controversy over deprecia- 
tion has been largely a result of rapid 
technological changes and the problems 
of inflation and taxation. In this concise, 
informative booklet, Professor Leonard 
E. Morrissey of Dartmouth College’s 
Amos Tuck School analyses the various 
depreciation methods now being used 
to solve these problems, giving special 
attention to the pros and cons of accel- 

| erated depreciation, which has found in- 
| creasingly widespread acceptance among 
| corporations for tax purposes (24 pages). 
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$25 par value Preferred Stock are pay- Full Circle. Celanese Corp. of America began its career when its founder tried to 

pen Le 51960) 40 mockholders take some of the explosiveness out of cellulose nitrate. Now the company is 
ROBERT A. WALLACE breaking its back to get all the imaginative bang it can out of that same durable 
Vice President and S raw material. 
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ON THE 


THOUGHTS BUSINESS OF LIFE 


The best kind of citizen and the 
solidest kind of enterprise is one that 
can look the whole world in the face. 

—M. E. Tracy. 


We are all manufacturers—mak- 
ing good, making trouble or making 
excuses. —H. V. Apotr. 


Confront improper conduct, not by 
retaliation, but by example. 
—Joun Foster. 


Dishonesty, cowardice and duplic- 
ity are never impulsive. 
—Georce A. KNIGHT. 


Twenty thousand years ago the 
family was the social unit. Now the 
social unit has become the world, in 
which it may truthfully be said that 
each person’s welfare affects that of 
every other. —ArtTHUR H. Compron. 


Whatever a person saves from his 
revenue he adds to his capital, and 
either employs it himself in maintain- 
ing an additional number of produc- 
tive hands, or enables some person to 
do so... for ashare of profits. As the 
capital of an individual can be in- 
creased only by what he saves... . so 
the capital of a society can be in- 
creased only in the same manner. 

—ApDAM SMITH. 


Human society is based on want. 
Life is based on want. Wild-eyed 
visionaries may dream of a world 
without need. Cloud-cuckoo-land. 
It can’t be done. —H. G. WELLs. 


Whatever may happen, every kind 
of fortune is to be overcome by bear- 
ing it. —VIRGIL. 


When a man’s knowledge is not in 
order, the more of it he has the 
greater will be his confusion. 

—HERBERT SPENCER. 


"Tis looking downward makes one 
dizzy. —Rosert BROWNING. 


Produce great men, the rest fol- 
lows. —Watt WHITMAN. 


Each thought that is welcomed and 
recorded is a nest egg, by the side of 
which more will be laid —Tunoreav. 


He who lives without folly is not so 
wise as he thinks. 
—La RocHEFOUCAULD. 
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Self-reliance and self-respect are 
about as valuable commodities as we 
can carry in our pack through life. 

—LuUTHER BURBANK. 


He who has health, has hope; and 
he who has hope, has everything. 
—ARABIAN PROVERB. 


B. C. FORBES: 


Comparatively few men at the 
head of large enterprises volun- 
tarily lighten their loads suffi- 
ciently. Whatever qualms arise 
over their inability to spend 
reasonable time with their fam- 
ilies are lulled by the mental or 
announced promise that “some 
day” they will loosen their busi- 
ness fetters. Daniel Guggenheim, 
foremost upbuilder of the fa- 
mous smelting family, once im- 
pressed upon me: “The man who 
works twelve months a year 
works only six months. The man 
who works ten months is the 
man who works twelve months.” 
A mature executive’s health, 
judgment, vision, usefulness all 
are impaired by ceaseless toil. 
Often, too, if he persists in mo- 
nopolizing authority, he is unfair 
to his organization, its security 
holders, its employees. It is part 
of wisdom for a man to apply 
himself most diligently to busi- 
ness during the first half or two 
thirds of his life, but thereafter 
he should progressively devote 
more time to doing the things he 
enjoys doing and should not sac- 
rifice his family for the sake of 
applying himself unremittingly 
to business. 


Those who do not study are only 
cattle dressed up in men’s clothes. 
—CHINESE PROVERB. 


He who governed the world before 

I was born shall take care of it like- 

wise when I am dead. My part is to 
improve the present moment. 

—JouN WESLEY. 


Before you organize you ought to 
analyze and see what the elements 
of the business are.—Gerarp Swope. 


Keep out of the suction caused by 
those who drift backwards. 
—E. K. Piper. 


It is good to be without vices, but it 
is not good to be without temptations. 
—Watrter BaAGEHOT. 


A person who doubts himself is 
like a man who would enlist in the 
ranks of his enemies and bear arms 
against himself. He makes his fail- 
ure certain by himself being the first 
person to be convinced of it. 

—ALEXANDER DuUMAS. 


It is twice as hard to crush a half- 
truth as a whole lie. 

—AuvusTIN O’MALLEY. 

Getting an idea should be like sit- 

ting down on a pin; it should make 
you jump up and do something. 

—E. L. Smmpson. 


Good taste is the modesty of the 
mind; that is why it cannot be either 
imitated or acquired. 

—EmiLe De GIrarnin. 


To preserve their independence, we 
must not let our rulers load us with 
perpetual debt. We must make our 
election between economy and lib- 
erty, or profusion and servitude. 

—THOMAS JEFFERSON. 


Great spenders are bad lenders. 
—BENJAMIN FRANKLIN. 


He had assembled ali the materials 
out of which to make himself a man 
but had never troubled to put them 
together. —Knut Hamswn. 


Liberty has never come from Gov- 
ernment. Liberty has always come 
from the subjects of it. The history 
of liberty is a history of resistance. 
The history of liberty is a history of 
limitations of governmental power, 
not the increase of it. 

—Wooprow WILSON. 


— — — ———__—___——_ 


More than 3,000 selected “Thoughts” 
available in a 544-page book. Regu- 
| lar edition, $5. 
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A Test... 


Sent in by A. M. Kneitel, Wil- 
mington, Del. What's your fa- 
vorite text? A Forbes book is 
presented to senders of texts used. 


Except the Lord build the house, they labour 
in vain that build it; except the Lord keep 
the city, the watchman waketh but in vain. 


—Psatms 127:1 
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Flick-Reedy Corporation, Bensenville, Illinois. Architect: Zay Smith Associates; Designer, Norman Steenhoff 








Queensway Volkswagen, Toronto, Ontario. Architect: Lipson and Dashin 


St. Raphael's Church, Venice, Florida Waialae Bowl, Honolulu, Hawaii 
Architect: Thomas J. Madden, A.1.A. Architect: Takashi Anbe, A.1.A. 


Toledo Plate and Window Glass Company 
Maple Heights, Ohio 


Astute buyers choose the Butler Building System— 
OVER 100,000 BUTLER BUILDINGS 


now serve American industry, commerce, and community life 


You’re in good company when you decide to build with the Butler Building System. The 
roster of big-corporation users reads like a Who’s Who of American industry. End-use 
market analysis of only 1959 Butler building orders tells a story of astonishing versatility. 
Butler buildings were purchased by 27 different kinds of industries, 23 kinds of commercial 
users, 6 types of transportation services, plus educational, religious, and fraternal organiza- 
tions, and all levels of government from federal to local. 

Pre-engineering, precision factory-fabrication and simplified construction methods — 
backed by constant technical innovation and high quality standards — have created one of 
the most universal and popular systems of building construction in use today. The Butler 
Building System offers you important advantages. Not the least of these advantages is the 
international network of experienced Butler Builders... the largest independent organiza- 
tion of its kind. Butler Builders offer single-responsibility service, a turn-key job, and even 
arrange financing. Before you build — contact your nearby Butler Builder. He is listed in 
the Yellow Pages under “Buildings” or “Steel Buildings.” Or write direct. 


BUTLER MANUFACTURING COMPANY 
7552 East 13th Street, Kansas City 26, Missouri 
Manufacturers of Metal Buildings + Equipment for Farming, Oil Transportation, Outdoor Advertising + Contract Manufacturing 


Sales offices in Los Angeles and Richmond, Calif. « Houston, Tex. « Birmingham, Ala. + Kansas City, Mo. « Minneapolis, Minn 
Chicago, tli. © Detroit, Mich. + Cleveland, Ohio «+ Pittsburgh, Pa. * New York City and Syracuse, N.Y. + Boston, Mass, 
Washington, D.C. « Surlington, Ontario, Canada 














STEEL is a furnace, burning like the sun. It is a magic metal, 
born in fire. Steel serves you as no other low-cost metal can. 
It is everybody’s metal. Steel. 2600 pounds of it in an average 
American car. 10,000 feet of it in an off-shore oil well. 2 pounds 
of it in a child’s rugged toy. 16 inches of it in a handy, light 
tin can. Youngstown is carbon, alloy and Yoloy steel to cut, 
form, machine, stamp, weld or draw. Steel to build with, steel to 
use. From the furnaces of Youngstown, growing force in steel. 








\\. YOUNGSTOWN is steel plus quality. Physical quality that 
steel-eyed men in 39 Youngstown mills deliver. Chemical quality 
that specialists in metallurgy provide. Exacting quality that 
must meet the test of electronic devices, Cost-cutting quality that 
works with Youngstown service to help you design things better, 
to make things better. Youngstown steel is steel made for you, 
steel you can depend on. Quality steel. The kind you’d expect 
from modern and dynamic Youngstown, growing force in steel. 


Yfoungstown - growing force in steel 
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